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In the Record 


It Goes by the Name of Reciprocity 


The history books are full of them—these bitter battles 
over tariffs. The recent battle has been over the reciprocal 
trade agreements program. Congress has just given this 
program a lease on life for another year. This action con- 
tinues a policy of lowered tariffs that was begun in 1934. 
But some elements of compromise are in the present author- 
ization. Among them are a more complicated ritual for the 
President and an increased role for the Tariff Commission. 
Information on background, procedure and likely effects of 
the act are to be found on page 278. 


He who can see three days ahead will be rich for 
three thousand years——Japanese proverb 


Human foresight often leaves its proudest possessor 
only a choice of evils—C.C. Colton (1820) 


It’s hot now, but an economist for one of the big oil com- 
panies predicts that the petroleum industry will be able to 
provide enough light fuel oils next winter for present own- 
ers, for new-home installations, and for a modest number of 
conversions. . . . A more timely note is that the heat is 
on refrigerators. Millions of them are being made but de- 
mand is even greater. . . . As to whether we are on the 
up or down curve of the business cycle, you can pick the 
one that fits your needs or temperament or your own 
prognostications if you turn to page 293. 


**4 Place to Work and the Tools to Work With—”’ 


Rearmament is not expected to have a noticeable effect 
in the near future on the capital requirements of companies. 
This opinion is the one generally expressed by executives 
participating in THe CoNnreRENcE Boarp’s survey of the 
matter. In fact, despite the prospect of increased demand 
from the military, a general downward trend in capital 
needs is expected after 1948. Considerable expansion since 
the war has, however, taken place, and replacements of 
worn-out and obsolete equipment have been made. With 
productivity in many instances higher than at the end of 
the war, most companies which have been queried seem to 
intend to rely on the various improvements that have al- 
ready been made or scheduled, and, when it becomes neces- 
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sary, to increase the number of shifts. Capital expenditures 
have been high since the war and are continuing through- 
out this year. 

Sources of this capital are examined in this month’s sur- 
vey of business practices. (See pages 283 and 296.) 


Some Facts About Coal 


At one time there was talk that coal was on the way out. 
Other fuels were cleaner, more efficient, handier. And us- 
age figures could be cited to fortify the point. For example, 
at the beginning of the century, about 88% of the energy 
produced was generated from coal. But by 1947 this per- 
centage had dropped to about fifty. However, the amount 
of coal used has doubled in this period, and output of bitu- 
minous coal is now pretty close to peak production rates. 
So demand for the fuel continues to be heavy and there 
seemingly is a bright future for these black diamonds of 
the earth. (Page 290.) 


An Adequate Inventory in Relation to Sales 


Do present inventory-sales relationships show that inven- 
tory holdings of manufacturers are higher or lower than 
prewar? And how do the recent revisions of the Depart- 
ment of Commerce affect the monthly series on manufac- 
turers’ sales? These matters are studied in the article be- 
ginning on page 285. Illustrations are provided by means 
of scatter charts. Answers to the questions are also made 
through meeting the problems of relating inventories and 
sales in the imaginary XYZ Company. 


When You Sell to the Government— 


Controls on industry? The new draft law makes possible 
reimposition of certain wartime restrictions. . . . Renego- 
tiation may also be more than a mere memory, since the 
seventy-group air force bill provides for it in most con- 
tracts. . . . The movement toward greater standardization 
of equipment is being pushed through establishment of the 
Munitions Board Standards Agency. . . . A guide for deal- 
ing with the military can be obtained by writing to the 
Munitions Board. . . . this agency, by the way, becomes 
more and more powerful. “Remobilization Developments” 
appears on page 292. 
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Reciprocity Lives Another Year" 


HE LIFE of the Reciprocal Trade Agreements 

Act has been extended for one year until June 30, 
1949—after much Congressional compromise and the 
reluctant acceptance by President Truman of the 
renewal terms. 

The President’s criticism was directed at the two 
chief changes made in the legislation. Of the one- 
year renewal, instead of the former three-year renew- 
als, he said: “There is no valid reason for a one-year 
limitation, which appears to cast some doubt upon 
our intentions for the future.” 

The other revision concerns the role played by the 
United States Tariff Commission. Instead of remain- 
ing a member of the Executive Branch team which 
has handled the trade agreements program, as de- 
scribed below, it has now been given the role of indi- 
vidual watchdog. In the future, before undertaking 
negotiations, the President must furnish the Tariff 
Commission with the list of imports which will be 
discussed. The Commission, after investigation and 
public hearings, must report to the President within 
120 days on the limits to which concessions on par- 
ticular products may be made, or where increases in 
duties and restrictions are necessary “to avoid serious 
injury to the domestic industry producing like or 
similar articles.” 

If the President should then sign an agreement 
whose terms are not in accord with the Tariff Com- 
mission’s recommendations, he must, within thirty 
days of the signing, transmit a message to Congress 
stating his reasons with respect to any article so 
treated. 

The President called this a “complicated, time- 
consuming and unnecessary procedure” which will 
“necessarily hamper and obstruct the negotiation of 
new agreements, a defect which is particularly unde- 
sirable in view of the act’s limitation to a single year.” 


PROGRAM INITIATED IN 1934 


The United States embarked on its reciprocal trade 
agreements program in 1934. Its immediate purpose 
was to expand “foreign markets for the United States 
. . . by affording corresponding market opportunities 
for foreign products in the United States.” Use of 
the agreements as an arm of United States commer- 
cial policy, to promote the return of freer multilateral 
trade among nations was another and somewhat 
broader avowed objective. 


1Much of the material in this analysis was drawn from the United 
States Tariff Commission’s study, “Operation of the Trade Agree- 
ments Program,” July, 1934, to April, 1948, Preliminary Draft, 
April, 1948, Parts I-III. 


The Trade Agreements Act represented a radical 
departure from previous tariff procedures. Tariff-mak- 
ing power, within certain limits, was now delegated to 
the President. Previously, it had been in the hands 
of Congress, which in recent times followed the prac- 
tice of wholesale upward revisions at irregular inter- 
vals. This trend toward higher tariffs was reversed 
in 1934—reduced duties becoming official objectives. 
The rates on dutiable imports were down to 25% 
(ad valorem) by January 1, 1948. Before any agree- 
ment under the Act of 1934, they were 48%. 

The act of 1934 empowered the President to enter 
into bilateral negotiations with foreign governments 
with the aim of reducing trade barriers. His main 
bargaining weapon was to be the reduction of Ameri- 
can tariffs, in return for which the elimination of dis- 
crimination against American exports and reductions 
in foreign tariffs were sought. The President was 
empowered to reduce any tariff as much as 50% 
below then existing levels (Smoot-Hawley Tariff of 
1930) or to raise any tariff by the same amount. He 
could also enter three-year agreements, fixing rates ° 
for that period. (He could not, however, change any 
items from the dutiable to the free lists or vice 
versa.) These powers were originally granted for a 
period of three years and were renewed four times 
previous to the latest authorization. 

An important change in the acts occurred in 1945. 
At that time power was granted to reduce any of 
our tariffs 50% below the levels existing on January 
1, 1945. Since authorization to reduce tariffs 50% 
below the rate prevailing in 1934 was previously in 
force, this, in effect, gave permission to lower duties 
75% below the 1934 levels. Although 75% is now 
the theoretical limit of reduction, it would only 
apply to such duties as had been reduced the full 
50% by 1945. Hence, on the basis of 1934 tariff, re- 
ductions in effect or possible reductions vary widely 
on individual commodities. 


PROCEDURE FOLLOWED 


On the basis of 1939 imports, tariff rates had been 
reduced by January 1, 1945, the full 50% on 42% of 
dutiable imports; less than 50% on 20% of dutiable 
imports; and no changes had been made on 38%. 

Although the negotiations were carried on with 
each country separately, concessions were generalized 
through the inclusion of an unconditional “most fa- 
vored nation” clause in each agreement. Under this 
clause, concessions granted to one country are auto- 
matically granted to any other country not discrim- 
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inating against our trade or pursuing policies con- 
trary to the purposes of the act. The United States 
seeks the same privileges for its own exports. Any 
concession granted by the other contracting country 
(with certain exceptions) must be extended uncon- 
ditionally and without reservation to the United 
States. 

Up to now,? when preliminary explorations establish 
the interest and desire of a foreign nation to con- 
clude an agreement with the United States, the Inter- 
departmental Committee on Trade Agreements, 
which handles the process for the Executive Branch, 
goes into operation. This committee is headed by a 
representative of the Department of State, and in- 
cludes members from the Tariff Commission,? and 
War, Navy, Agriculture, Labor, Commerce and 
Treasury departments. Other government agencies 
are consulted whenever necessary. It assembles all 
pertinent information relating to trade with the par- 
ticular country with which an agreement is contem- 
plated, and determines what concessions the United 
States should ask for and in which areas it may rea- 
sonably offer them. Most of the background work 
for these purposes is performed by country commit- 
tees, which consist of government specialists on the 
country and commodities involved. 

Well in advance of the beginning of negotiations, 
public notice of the concessions under consideration 
is given. Public hearings are then held by the Com- 

1Changes in procedure necessitated by the new enabling legislation 
are not yet clear. 

2Under the new legislation, the Tariff Commission is barred from 
participating in the making of decisions on proposed terms and from 
the negotiations. It may merely “furnish facts, statistics and other 


information at its command,” for the use of the other agencies 
concerned 


mittee for Reciprocity Information,! which in the main 
consists of the same personnel as are on the Trade 
Agreements Committee. Interested parties are here 
entitled to present their views on concessions under 
consideration on various commodities. 


LISTS DRAWN UP 

The work of the country committees and the in- 
formation gathered at the hearings are assembled by 
the Trade Agreements Committee. It then draws up 
the list of commodities and concessions on which 
the negotiations will be based, subject to approval 
by the President. Since 1947, dissenting minority 
members are required to submit a report to the 
President setting forth their reasons and specifying 
the point beyond which they consider any reduction 
or concession involved cannot be made without in- 
jury to the domestic economy. 

In selecting the commodities on which concessions 
will be offered, only those for which the nation to be 
negotiated with is a principal supplier are supposed 
to receive consideration. 

The actual negotiations are carried out by the De- 
partment of State and a negotiating committee con- 
sisting of appropriate experts from other agencies. 

After agreement between American and foreign 
negotiators is reached, it is made effective by the 
United States as an executive agreement. An execu- 
tive agreement need not be passed by Congress as a 
treaty must. It is simply proclaimed by the Presi- 
dent. The agreements may be ended unilaterally 
thereafter. 


1Public hearings will now be held by the Tariff Commission. It 
seems doubtful therefore that the Committee for Reciprocity Infor- 
mation will continue to function as before. 


TABLE 1: SUMMARY OF DUTIES UNDER UNITED STATES TRADE AGREEMENTS! 
Source: United States Tariff Commission 


Item 


SIME TUNATS, WORE 2 oa ts Sa Cnc Ras DEAE es Coe LEGS 
SEG TEU ICEL, OT we fo he oe oe cee ee hs US ee See 
1. Reduced before Geneva; reduced rate bound at Geneva... . 
2. Reduced before Geneva; further reduced at Geneva........ 
8. Reduced at Geneva for the first time.................-... 
tat dh); (2).-and (8) on cees occas p oxeas ge ey abes 

4. Reduced in agreement with country not participating in 
ee TC) Nae, ee ae eee ee eee Peo. 

Duty bound at pre-agreement rate, total....................-.- 
RMP MMIOIED ROTROMROTEE 0 Gn fo gis SS <5 sips > Swe Gs ot SUR'S 
Bemnwaree minsGria, SCG. 2 on. ot «45 is Goce No sk Awe ten ee 


Total imports, dutiable and free................----.--.----- 


Note—It is assumed for convenience that all concessions made in the Gene 
peer oman, ae ayer ware. mbaggg idle nt le yea mane 
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Thirty-two agreements have been made since 1934 
with twenty-nine separate countries. An agreement 
with Czechoslovakia was suspended in 1939, but a 
new one is now in force. Duty concessions to Nica- 
ragua ceased in 1938. Most-favored-nation treatment 
has been withheld from two nations—Germany and, 
for a short time, Australia—because of discrimina- 
tion against United States trade. Except for Iran and 
Iceland, the other nations involved have been in the 
Western Hemisphere and the general area of Western 
Europe. 

The General Agreement on Tariffs and Trade, 


signed on October 30, 1947, in Geneva, Switzerland,. 


was really a set of parallel bilateral reciprocal trade 
agreements, negotiated among twenty-three nations 
under most-favored-nation conditions. Each par- 
ticipating country negotiated simultaneously with its 
principal supplier. The result, in effect, was a multi- 
lateral agreement between the nations involved, since 
all concessions were generalized. 

Among the countries involved were some with 
which the United States had previous international 
trade agreements. Others became part of the recip- 
rocal framework for the first time.? (See box.) The 
agreement comes fully into force when nations ac- 
counting for 85% of the trade of all those participat- 
ing deposit documents of ratification with the United 
Nations.? Under a provisional arrangement, nations 
desiring to do so could put the agreement into 
effect with each other. The United States on January 
1, 1948, put into effect its concessions to those coun- 


1Although an unconditional most-favored-nation clause appears, 
certain exceptions, such as preferential agreements within the 
British Empire and between France and her colonies, are allowed. A 
unique feature is that such preferences may not be increased in the 
future or new ones erected. The United States, throughout the 
reciprocal trade program, has reserved special treatment for Cuba 
and the Philippines. This policy is continued in the Geneva agreement. 

2The United States had no previous agreements with fourteen of 
the other twenty-two nations concerned. 

’This is now a virtual certainty, since the agreements are pro- 
visionally in effect between fifteen nations, and seven others notified 
the UN on the June 30 deadline that they will accept the pacts. Only 
Chile remains uncommitted, and it has asked for an extension of 
time to allow its parliament to act, 


tries which acted similarly and with the additions” 
since that time now has Geneva agreements in force 
with fifteen nations. It has set aside previous trade 
agreements made with countries which have put the 
Geneva accord into effect. Should the Geneva agree- 
ment not be put into full force, the older arrange- 
ments set aside will again become operative. 

The scope of the Geneva agreement is considerably 
wider than the previous individual reciprocal pacts. 
In some cases, prohibitions on restrictive practices 
are more far reaching; in others, wider exceptions, 
including provisions for the imposition of quotas for 
balance of payment reasons, are allowed. Matters 
relative to underdeveloped countries, currency con- 
version, and other problems formerly not handled 
are included and certain procedural arrangements for 
carrying out the agreements are altered. An escape 
clause, modeled on our trade agreement with Mexico 
in 1942, allows the withdrawal of a specific concession 
when an industry in the producer country suffers 
severe damage from imports. 

Comparing the concessions given to and granted 
by the United States since 1934 is hazardous. Virtu- 


Table 3: Changes in the Structure of United States 
Rates of Duty! 


Source: United States Tariff Commission 


Per Cent of Total 


Rate of Duty (Per Cent Ad Valorem) 
Before Any | As of Janu- 
Agreement? | ary 1, 1948? 


10,0 or-less.</) Sika Se eS oe pee 8.8 27.3 
LO x4. 66:20. 06S fosnreermag ne aries Re sterzts 1537 18.4 
201 to.30. Orc sey, stat. eemrente. eistraicn fare 9.1 27.6 
SO Ato 40:05; sifa~ fa. anes OE oie se ereeeeer 13.0 yin Ms 
40 ARO GOO S98 Bai Re ee es. «ete ens 6.1 3.6 
GO), 146,600.55. | -cnctrdio acho noah s oetoamereuaree 9.0 3.4 
601, $690 Oris tard ai eet Stree ao 5 oe ep 4.5 7.6 
VOL, CO'SO.0. se. ate ae eats ie ee oe 17.9 -2 
8050) 4000 SOFIE. cra os sista Bak.) 4.3 BL 
‘OO SIOr MOL: antes. oa ceeeiee oe 11.6 4) 

Motel s:cuvack tert, 0 < ant ales eee ee eS 100.0 100.0 


1Based on imports in 1939. See footnote to Table 1. x 

2Before any reciprocal trade agreements were authorized; ¢. ¢., pre-1934. 

tAfter the changes which have taken place in the structure of duties through 
the trade agreements made since 1934. 


TABLE 2: PERCENTAGE DISTRIBUTION OF REDUCTION IN UNITED STATES IMPORT DUTIES! 


Source: United States Tariff Commission 


Rate of Duty Before Any Agreement 
(Per Cent Ad Valorem) 


Allfestest oe eee. es a aoe ee eee : 
LO. Ofer leds: 3.3. Soe eaten oe on 100.0 
10.146 2040. ae oneads Soetoro 100.0 
Oi) tt. 30.0. oc bos y ecto atace ss Bites ieee 100.0 
SOT tO GOO Sata etiele'e Ba sxe cave ose tay Sema 100.0 
40.1 80) 503 0jSss sly ie Genie «Ola eles ee 100.0 
ae oe ee 100.0 
GO NTO POG kc ee ene ne eres ae 100.0 
76-1 60: SOs eat ord eek Oe ates ok 100.0 
BO Actar 90. OF2..0. Bae A, Pe oe Se ee 100.0 
DO cD OR INORG, ooo. cngar un ie ois. ee og ce acted ae 100.0 


MIncluding trade agreements in effect on January 1, 1948. Figures computed on 
1989 base; for explanation see footnote to Table 1. 
2No rates were reduced less than 6 %. 


Percentage of Imports Subject to Specified Reduction in Rates 


26% to 35% 


36% to 45% 


46% to 55% | 56% to 65% | 66% to 75% 


Ca 
ao 


Qa” AgRaAaNarH|< 


8.0 


|S |] | — | | 


7 Os 


rr 20 
AO? QDIAPRAD 


= 


eo 
a 


4$719,000,000 equals 100%. See Table 1. 
bNegligible. 
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ally all concessions made by this country were on 
tariffs—our prime protectionist device. Tariffs were 
not the sole device of most other nations. The effect 


Status of United States Trade. 
Agreements 


1. Countries with which pre-Geneva agreements have 
been superseded by the Geneva agreement: 


Belgium-Luxembourg France 
Canada Netherlands 
Cuba United Kingdom 


These countries put the Geneva agreement into 
effect provisionally on January 1, 1948. 


. Countries with which the United States had no pre- 
vious agreement in force when the Geneva agree- 
ment was signed: 


Australia India and Pakistan 
Burma Lebanon and Syria 
Ceylon! New Zealand 
Chile Norway 

China Southern Rhodesia 


Czechoslovakia Union of South Africa 


Of these countries, Australia, Czechoslovakia, China, 
the Union of South Africa, India, Norway and 
Southern Rhodesia have put the Geneva agreements 
in effect provisionally. Adding those listed under 
Item 1, the concessions negotiated at Geneva are 
now in effect between the United States and fourteen 
other countries. 


. Countries which are parties to the Geneva agree- 
ment but with which a pre-Geneva agreement 
remains in force until they put the Geneva agree- 
ment into effect: 


Brazil (Pre-Geneva agreement became effective on 
January 1, 1936.) 


. Countries which were not parties to the Geneva 
agreement with which the United States has trade 
agreements: 

Effective Date 

of Agreement 

Nov. 15, 1941 

May 20, 1936 

Aug. 2, 1937 

Oct. 23, 1938 

May 31, 1937 

Noy. 2, 1936 

June 15, 1936 

June 3, 1935 

Mar. 2, 1936 

Noy. 19, 1943 

June 28, 1944 

Jan. 30, 1943 

April 9, 1947 

July 29, 1942 

Aug. 5, 1935 

Feb. 15, 1936 

May 5, 1939 

1, 1943 

Dec. 16, 1939 
1Ceylon first became a signatory to a trade agreement with the United 

States when it signed the Geneva ment; its trade with the United States 


was previously governed by the United States trade agreement with the 
United Kingdom. 


Argentina 
Colombia 


of lowering quotas for different commodities, im- 
ported from the United States into different countries 
cannot be computed statistically. The same holds 
true of many other types of concessions, such as agree- 
ments not to raise a new barrier for a new commod- 
ity. Quantitative comparisons, for this and several 
other reasons, cannot be made. 

Even analyzing the resultant reduction of Ameri- 
can tariffs is not a simple matter. Among other rea- 
sons, changes in economic and political conditions, 
price movements, and changes in the composition of 
imports preclude the making of year-to-year compari- 
sons, particularly during the disturbed conditions of 
world trade since 1929. About 60% of American 
duties are specific rather than ad valorem, and spe- 
cific duties are a lower percentage of the value of 
imports when prices rise, as they have since 1939. 
The United States Tariff Commission, therefore, has 
adopted the expedient of making comparisons on the 
basis of 1939 imports as a representative year. This 
enables isolation of the variation in rates. (See Table 
1 and appended explanation of procedure.) ? 

An over-all summation of the effects of the reduc- 
tions in rates from 1934 to January 1, 1948, are given 
in the accompanying tables. On the basis of 1939 
imports, duties on total imports have been reduced 
from 18.6% to 9.8%, or 47%. These percentages are 
small because about 60% of American imports are 
on the free list. Rates on dutiable imports on which 
reductions were made went from 48.2% to 25.4%, a 
drop of 47%. Total rates on dutiable imports (in- 
cluding reductions plus binding at existing levels) 
were lowered from 52.8% to 24.9%, a 537% drop. 


DRASTIC SHIFT 


Table 3 shows the drastic shift which has taken 
place in the structure of duties. While most duties 
were fairly uniformly scattered from 10% to 100% 
in 1934, the majority are now at the lower levels. 
Table 2 discloses the reductions which brought this 
about. Most concessions ranged between 46% to 
55% and 66% to 75%. These changes do not neces- 
sarily indicate a comparable scaling down of all duties 
originally at a certain level. The reduction of the 
tariff on a major import such as Cuban cane sugar 
by 67% from 78.3% to 26.1% radically affected the 
entire 70% to 80% class, for example. Agricultural 
commodities are generally subject to higher rates 
than nonagricultural, as they were before any agree- 
ments were made. 

It is not possible to give a similar conspectus of 
the concessions obtained by the United States. Many 
of them were not in respect to tariffs. Thus, Canada 
has agreed to change her method of valuing certain 


Data presented i in this manner naturally do not present degrees 
of “protection.” Duties in effect at this time are actually lower on an 
ad valorem basis because so many are specific while prices have been 
moving upward. 
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important imports from the United States. France 
has equalized a domestic tax on manufactures which 
formerly was higher for those fabricated in the United 
States. Other concessions in regard to quotas, reduc- 
tions in the preferential treatment of imports from 
countries other than the United States, etc., were 
obtained. 


CONCESSIONS GAINED 


Some idea of the measurable concessions may be 
gained from the following data. Based on imports 
from the United States in 1937, all countries with 
which we had trade agreements in 1947 (pre-Geneva) 
had made concessions on about 55% of the value of 
these imports. About one half of these concessions 
were reductions in duty and other ameliorations? and 
one half bindings of previous rates. Those nations 
with whom the Geneva agreement was made later 
in 1947 had made the majority of their concessions 
on duties and ameliorations. The others made the 
largest concessions in bindings. 


1About 75% were reductions in duty; the rest, liberalization of 
quantitative restrictions or reductions in preferences to other nations. 


Business 


Public Relations at Work—An account of widely tested 
and readily adaptable procedures, methods and results in 
the field of public relations. By Herbert M. Baus. Harper 
& Brothers, New York, 1948. $3.50. 


The Open House in Industry—A study of matters pertain- 
ing both to corporate policy on the open house and the 
details of conducting one. Prepared by National Metal 
Trades Association, Chicago, Illinois, 1948. 


Cartels or Competition?—Presents an historical account 
of the entire cartel movement with special emphasis upon 
current situation. By George W. Stocking and Myron W. 
Watkins. The Twentieth Century Fund, New York, 1948. $4. 


Open Markets—Largely an historical review of the rise and 
fall of open markets in Europe and the United States. 
Recommendations designed to restore the open market in 
the United States are given. By Vernon A. Mund. Harper 
& Brothers, New York, 1948. Price $3. 


PAMPHLETS AND ARTICLES 


Economic Factors in Statutory Minimum Wages—An 
analysis of the economic factors involved in raising the 
statutory minimum wage above that contained in the pres- 
ent Fair Labor Standards Act. No specific recommendations 
for legislation are made. By Gustav Peck. Legislative Refer- 
ence Service of the Library of Congress, Washington, D. C., 
1948. 
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Turning to the results of the Geneva Agreement, 
on the basis of 1939 imports, the Geneva nations have 
now given concessions on about 67% of United States 
imports. Of these, about 65% bound the pre-Geneva 
tariffs, 25% made further reductions, and 10% were 
other commitments on certain quantitative controls, 
preferences, etc. (Some concessions cannot be allo- 
cated, and to that extent these data overlap those in 
the preceding paragraph.) The United States granted 
reductions on about 54% of its dutiable imports at 
Geneva. 

Based on 1939 experience, according to the State 
Department, the Geneva negotiation obtained reduc- 
tions in duty for United States exports of about $500 
million, and lowered United States duties on about 
$500 million of imports. The United States bound 
existing rates on about $150 million of imports and 
bound the duty-free status of another $1,100 million. 
It states that corresponding concessions of approxi- 
mately the same magnitude were received for our 
exports. 

Lawrence A. Mayer 
Division of Business Economics 


Book Shelf 


A Formula for Measuring Productivity in Distribution 
—A formula for the measurement of productivity is offered 
and justified. By Wroe Alderson. Journal of Marketing, 
April, 1948. 


The Importance of Capital—A brief analysis of the role 
of capital formation in a progressive economy with special 
reference to the implications for Great Britain. The 
Economist, May 15, 1948. 


Supporting Agricultural Prices by Concealed Dumping 
—Maintains that the price support program for agriculture 
is badly in need of revision and that present policies lead 
to the dumping of surpluses abroad—thus postponing the 
amendment of our basic agricultural legislation. By Theo- 
dore W. Schultz, The Journal of Political Economy, April, 
1948. 


Special report on the operations and policies of the 
International Bank for Reconstruction and Develop- 
ment and the International Monetary Fund—A re- 
view of the operations of the two new international financial 
institutions since their inception in the spring of 1946 by 
the council established to supervise our participation in 
the two bodies. United States National Advisory Council on 
International Monetary and Financial Problems, 1948. 


The Meaning and Measurement of Productivity in 
Distribution—The reasons for the attempt to measure 
productivity in distribution. By Reavis Cor. Journal of 
Marketing, April, 1948. 
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How Industry Is Meeting Capital Needs 


APITAL expenditures by industry in 1949 are 

expected to show a downward trend according 
to this month’s survey of executive opinion. A ma- 
jority of the cooperating company officers look for 
a decline although a significant proportion expect 
capital outlay in 1949 to closely approximate that for 
1948. A relatively small number are planning on in- 
creased capital expenditures. 


UNDERLYING FACTORS 


The general downward trend of capital expendi- 
tures after 1948 is attributed to several factors. The 
high construction costs which prevail are a severe 
handicap on continued expansion of plant facilities. 
The continued increases force the companies to re- 
vise their estimate for capital requirements. For ex- 
ample, one company reports that a structure which 
cost $3.20 per square foot to build before the war now 
costs $15.20 per square foot. To avoid borrowing 
funds, many companies are constructing only ne- 
cessary additions to their present plant facilities. 
One cooperator states: “I might say that our general 
policy at the present time on capital expenditures is 
to limit approval of appropriations to those which 
show an indicated recovery within a relatively short 
period of time or to special situations, such as new 
product development, where it would be shortsighted 
from a business point of view to withhold the re- 
quired investment. This means that most of our cur- 
rent expenditures fall in one of these two categories 
or are payments for commitments made many months 
ago on which deliveries have been severely delayed.” 

Another reason often mentioned for this tapering 
off of capital needs is the completion of many of the 
postwar improvement plans which were set up after 
V-J day. These plans, many of which ran for three 
years, are being completed late this year and early in 
1949. In other cases large amounts of capital were 
expended to purchase plants which were being leased 
from the government during and immediately after 
the war. Still another cause of large capital expendi- 
tures was the retooling required during the postwar 
period. Under ordinary conditions this could be a 
gradual process and would not have to be jammed into 
one or two years as is now the case. The continual 
pressure of war work subjected machines, tools, and 
buildings to abnormal loads. This accounted for the 
rapid obsolescence of much equipment. Normal times 
do not create such a strain on the manufacturing 
facilities and as a result there is a much slower rate 


of depreciation. Some companies have increased their 
capital outlays to meet higher construction costs rather 
than curtail physical expansion programs. 


SOURCES OF CAPITAL 


Retained earnings furnish the bulk of the capital 
requirements for more than three quarters of the 
companies surveyed. Next most important source 
for funds is current depreciation; about half of the 
companies rely on this method to pay part of their 
capital expenditures. In practice, most companies 
use a combination of the two methods to meet a large 
proportion of their capital needs. 

Some of the companies surveyed, about 5% of the 
total, financed a substantial part of their capital 
needs through stock or bond issues. A few companies 
resorted to bank loans and insurance company loans 
to meet capital expenditures. 

One company reported the use of a tax refund to 
meet a portion of the capital requirements for 1947. 
Only about one per cent of the cooperators report 
that their financing plans for 1948 will change as a 
result of the recent rise in stock prices. 


RETAINED EARNINGS MOST IMPORTANT 


The fact that retained earnings provide for such 
a large portion of total capital expenditures continues 
a trend that has been in evidence for a number of 
years. However, high excess-profits taxes plus the 
high tax on corporate income during the war years 
made it difficult to accumulate reserves. Removal by 
the 80th Congress of the excess-profits tax alleviated 
that situation to some degree. Even those companies 
reporting that earnings reserves took care of much of 
their capital expenditures had to resort to other means 
of financing as well. Actually, the greater number 
of these companies point out that earnings did not pay 
for more than 50-75% of the total capital needs, partly 
because of the sharp rise in price, particularly in con- 
struction costs. 

Most of the iron and steel companies report that 
a relatively high proportion of their capital needs 
were met out of retained earnings. This was also 
true of textile manufacturers, the majority of whom 
paid for about 65% of their capital expenditures with 
retained earnings. On the other hand, the majority 
of petroleum companies, all of which are compara- 
tively large concerns, pay for only about one third 
of their capital needs from retained earnings. 
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Chart 1: Sources of Capital Funds in 1947, 


200 Companies 


Source: Tur ConrereNce Boarp 
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Note: Most companies use more than one source, which accounts for the fact 
that the total exceeds 200. 


Depreciation reserves provided funds for anywhere 
from 6% to 75% of the total capital expenditure for 
the reporting companies. The greatest number re- 
ported that depreciation reserves accounted for about 
35% of their capital outlay. Many companies that 
extract natural resources, such as the mines and oil 
concerns, pay for a substantial proportion of their 
capital requirements from liberal depletion charges. 

The companies resorting to public flotation to se- 
cure capital are in most cases large, well-known con- 
cerns. The typical company in this group accounted 
for 45% of its capital needs through stock or bond 
issues. 

Those companies which used short-term bank fi- 
nancing to meet capital needs secured, on an average, 
about 46% of their capital needs by this method. 

A handful of companies reported that long-term 
bank loans furnished a portion of their capital needs. 
The average company in this group secured about 
half of its capital from this source. 

Some companies mentioned other sources for funds. 
Large insurance loans were used in several cases to 
finance building costs while retained earnings and de- 
preciation charges were sufficient to meet other capital 
needs. 


EFFECT OF REARMAMENT 


The rearmament program is not expected to in- 
crease the capital needs of most of the companies 
surveyed. According to many of the cooperators 
the expansion which was carried on during the last 
war emergency and the recent postwar period has 
been sufficient to take care of any additional pro- 
duction which might be necessary in the near future. 
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The general belief is that a rearmament program will 
require increasing use of second and third shifts and 
stepped-up production schedules rather than expan- 
sion of physical plant facilities. Thus, in general, 
executives see no immediate need for larger capital 
expenditures as a result of rearmament. 

This, however, does not apply to all industries. 
A few companies reported that they may have to 
substantially expand their present plant and equip- 
ment. One aircraft equipment manufacturer states: 
“A substantial rearmament program will have a con- 
siderable effect on our operations through substan- 
tial increase in the demand for our products. This, 
in turn, will represent substantially higher working 
capital requirements. To a lesser degree, some in- 


Chart 2: Sources of Capital Funds in 1948, 
200 Companies 


Source: Tui ConrerRENCcE Boarp 
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Note: Most companies use more than one source, which accounts for the fact 
that the total exceeds 200. 
vestment in plant facilities will probably also be in- 
volved, although it is difficult to hazard a guess as 
to the amount until a clear picture develops regard- 
ing government policy with respect to financing of 
facilities.” Other concerns state that they will in- 
crease their facilities as much as necessary, provided 
the government foots the bill. A few of the com- 
panies replied that a rearmament program will have 
the effect of decreasing their capital needs. The re- 
maining cooperators do not feel that they are in a 
position to estimate or predict the effect of such a 
program on their business. 

Comments from cooperators grouped according to 
principal industries appear on page 296. 


Howarp R. Bianxk 
Henry E. Hansen 
Division of Business Practices 
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New Data on Inventory-Sales Relationships 


4 7 INVENTORY-SALES relationship is impor- 
tant to even the smallest manufacturing com- 
pany, and inventory control is a major concern of 
many companies, regardless of size. The recent re- 
vision by the Department of Commerce of its indexes 
of manufacturers’ inventories and sales greatly fa- 
cilitates research into the relationships existing be- 
tween them. The revisions are based on the 1939- 
1941 data of the Bureau of Internal Revenue, pub- 
lished in “Statistics of Income,” while the former 
series, both for sales and inventories, were based on 
data in the “Census of Manufactures, 1939.” 

Both series have now been adjusted and reinte- 
grated into the prewar classification pattern. Because 
of these changes, it is now possible to make reason- 
ably reliable comparisons of postwar and wartime in- 
ventories and sales with prewar levels for manufac- 
turing as a whole, for durable and nondurable goods, 
and for a number of individual industries. 

Other changes worthy of note: the new figures con- 


Table 1: X YZ Corporation—Inventories and Sales 


Inventories} Points on 


Sele yet ee Ratio of i Tae ree, 

Year Inventories Average | Relation- 
to Sales Ratio ship! 

Millions of Dollars Millions of Dollars 

TER a ee 3.0 1.00 Shs tev .98 
1930. 4.0 Laks .288 1.48 1.19 
OS cea ac. xs 2.0 .85 425 74 78 
UO Glee 1.0 .60 - 600 oF .57 
1933. 2.0 . 80 -400 14 78 
1934 3.0 1.05 .350 Ba -98 
1935. 5.0 1.45 -290 1.85 1.40 
1936. 4.0 1.25 -313 1.48 1.19 
ICS) 6 4 3.0 .85 - 283 ab | .98 
U0} 2.0 75 .375 74 78 
oer ec. fs « 1.0 .50 . 500 .37 .57 
1940. 5.0 1.35 -270 1.85 1.40 

(Avg. .369) 


1Y=.208 X +.359 (in $ millions). Coefficient of correlation = .976, 


Table 2: Inventory-Sales Relationships 
Source: Tar ConrerENcEe Boarp 
Y=Inventories; X=Sales 


Industry Period 
PRIBACCO TOARUUACLILES, hdcsmre shin stinace kind ene ae Mea 1931-1940 
Food and kindred products..............-....- ee eee 1931-1940 
Chemicals and allied products....................... 1931-1940 
Re ITOOUC UA: 6 cs kha > «Sit wcaet recs Re hi ede 1929-1940 
Prong and publishing. xc. cea so 0's nes ve Gaes Oeste 1929-1940 
Textile-mill products (excluding apparel).............. 1931-1940 
Automobiles and equipment.....................0005 1931-1940 
eather end products. 5. Mere reeks vc cealen eee 2s se 1929-1940 
Paver and aliied products, 005 «oo sivs . mieten c< ses => 1929-1940 
Petroleum and coal products.................2.0005. 1931-1940 


0.080155 X +305 -961 


Po met met el met et ct Ct 
ee ee 
osoooscoscfo 


form to those employed by the Department of Com- 
merce in its national income computations; all opera- 
tions of manufacturing concerns are included, instead 
of manufacturing operations only’; and a number of 
technical improvements have been made. 

A quick view of the differences between the revised 
and the old indexes in reporting manufacturers’ sales 
from 1939 to 1947 is provided by Chart 1. For total 
manufacturing, nondurable goods and most of the 
industries for which data are available, the revised 
figures are generally higher. 

Inventory valuations also tend to be higher after 
the revision, since they now include goods in transit, 
in warehouses, in sales branches, and some other 
items which were excluded from the Census of Manu- 
factures totals previously used, 


1929-1948 RELATIONSHIPS 


THE CONFERENCE Boarp has used the revised series 
in preparing rough long-term lines of relationship 
between inventories and sales for the industries for 
which data are available.2 The master formulas and 
coefficients of correlation are given in the table below. 
Charts 2 to 11 show the results in graphic form.% 
Readers who are not familiar with the scatter-chart, 
line-of-relationship technique may refer to the de- 
scription of it in the February Business Record, pp. 
58-63. 

From this preliminary study it appears that the 
relationship between inventories and sales cannot be 
adequately expressed as a simple ratio. In the cases 
of all the industries analyzed it was found that a fixed 


1Resulting increases in dollar value of sales are partly offset by the 
fact that transfers among plants of the same enterprise are no longer 
listed as sales. But sales by one corporation to another, even if both 
are under common ownership and are merged in consolidated reports 
to stockholders, are included as sales in the new series. Further 
details about the revisions will be found in the Survey of Current 
Business for May, 1948. 

2Estimates for the years 1929 
through 1938 were obtained by 
linking “Statistics of Income” data 
on corporate manufacturers’ sales 
and inventories to the Department 
of Commerce revised series, using 


Trend Line Coefficient 1939 as the link year. Prior to 
of | this the two “Statistics of Income” 
Millions of Dollars | ©*7Feltion series —1928-1934 and 1934-1938 
——_._ — -were linked at 1934. Inventory 
0.504105 X -138 - 967 


figures were obtained by averaging 
year-end figures. 

8The prewar years are repre- 
sented by black dots, and their 
trend line has been projected to 
1948 in order to determine whether 
the wartime and postwar relation- 
ships were what might have been 
expected on the basis of prewar 
trends. 


. 128662 X +228 - 950 
.172259 X + 58 .897 
.058255 X + 56 .896 
.106044 X +491 .818 
.0685385 X +185 -174 
.184769 X + 69 - 769 
.090741 X +139 - 749 
.049907 X +617 -464 
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Source: Department of Commerce 
Billions of Dollars 


CTURERS’ SALES, 1939-1947—OLD AND REVISED SERIES 


CHART 1: MANUFA 
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Chart 2: Rubber Products, Sales and Inventories, Chart 5: Tobacco Manufactures, Sales and 
1929-19481 Inventories, 1931-1948! 


INVENTORIES 
INVENTORIES 


Chart 3: Leather and Products, Sales and A ‘ 
Inventories, 1929-19 48° Chart 6: Paper and Allied Products, Sales and 


Inventories, 1929-1948! 


INVENTORIES 


Chart 7: Chemicals and Allied Products, Sales 


Chart 4: Petroleum and Coal Products, Sales and and Inventories, 1931-1948! 
Inventories, 1931-1948 25 


1.6 2.0 


- 


INVENTORIES 
INVENTORIES 


18.0 


Sources for all charts: Department of Commerce; Tax ConFERENCE Boanrp; figures in billions of dollars 


1Trend line is fitted to black dots. April, 1948, sales figure was multiplied by twelve to put it on yearly basis. 
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Chart 8: Automobiles and Equipment, Sales and 
Inventories, 1931-1948} 


Sources: Department of Commerce; THe ConFERENCE BoarpD 
Billions of Dollars 


INVENTORIES 
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SALES 

1Trend line is fitted to black dots. April, 1948, sales figure was multiplied by twelve 
to put it on yearly basis. 


Chart 9: Printing and Publishing, Sales and 
Inventories, 1929-1948! 
Sources: Department of Commerce; THz CONFERENCE Boarp 
Billions of Dollars 


INVENTORIES” 


1Trend line is fitted to black dots. April, 1948, sales figure was multiplied by twelve 
to put it on yearly basis, 


amount or “constant,” varying from industry to in- 
dustry, must be added to, or subtracted from, any 
simple ratio to give the usual relationship. These 
“constants” are shown for ten industries in the table. 

For illustration, the inventory-sales relationship 
line for the food and kindred products industry is 
represented by the equation Y=0.080155X-+-305. This 
means that, on the average, the total sales figure of 
the industry (in millions of dollars) multiplied by 
0.080155, plus the constant value of $305 million, will 
give the value of inventories in millions of dollars. 
When this formula is applied to the industry’s total 
sales in 1947, a theoretical inventory figure of $2,840 
million is reached. The actual inventory figure for 
1947 is found to conform closely to that figure. 

Tobacco manufactures and chemicals since 1940 
also conform rather closely to the prewar relationship. 
Data for the rubber products industry in 1946 and 
1947 appear to fall below the 1929-1940 trend line. 

In several cases, where the industry coefficients of 
correlation fall below .800, the consistency of rela- 


tionship between the two variables is doubtful. Any 
deviation from a trend line fitted to such data can- 
not be given very much weight. An example is petro- 
leum and coal products, with an exceptionally low 
coefficient of 464. There is a wide scatter of the 
data points from the trend line for the prewar years. 
Hence, deviations from the projected line in later 
years are not necessarily inconsistent with the earlier 
behavior. 

‘Table 1 illustrates the use of the line of average 
relationship when applied to data of an individual 
company—the imaginary X YZ Corporation. 

The ratios of inventories to sales for the individual 
dates vary greatly according to the figures in column 
3, indicating that no simple ratio exists between in- 
ventories and sales that could be considered typical. 
Even if the average of these ratios (369) is 
applied to the sales data, we obtain hypothetical 


Chart 10: Food and Kindred Products, Sales and 
Inventories, 1931-1948! 
Sources: Department of Commerce; Taz ConFERENCE Boarp 
Billions of Dollars 
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1Trend line is fitted to black dots. April, 1948, sales figure was multiplied by twelve 
to put it on yearly basis. 


Chart 11: Textile-Mill Products, Sales and 
Inventories, 1931-1948! 
Sources: Department of Commerce; Toe ConrerENCE BoarpD 
Billions of Dollars 
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1Trend line is fitted to black dots. April, 1948, sales figure was multiplied by twelve 
to put it on yearly basis. 
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inventory figures (column 4) which in most cases 
fluctuate widely from the actual value of inventories 
as reported in column 2. 

However, if a line of average relationship is fitted 
to the data? we have the equation Y=.208X+.359. 
Therefore, if the sales figures (in millions of dollars) 
are multiplied by 0.208, and to that product $.359 
million (the “constant”) is added, the results will be 
the figures found in column 5. These computed points 
come much closer to the actual, than those obtained 
by using the simple ratio. 

Current estimates based on the line of average re- 
lationship can, therefore, be considered more reliable 
than those based upon a simple ratio. 


Anita R. Korretson 
Division of Business Economics 


1The coefficient of correlation of 0.976 indicates a Bs close 
relationship. 


Retail Price Series 
Revised 


NDEXES for the United States, presented on page 

377 for March, 1946, through May, 1948, brings up 

to date the revision of the series from 1914. Figures 

prior to March, 1946, will appear in a special Confer- 
ence Board book now in preparation. 

The entire series from 1914 forward has been re- 
based from 1923=100 to January, 1939=100. Thus 
the United States index and the city indexes are 
now on the same base. The housefurnishings com- 
ponent of the sundries group was removed from that 
group and was rebased separately. 

The resultant series of major group indexes from 
1914 forward, all on a January, 1939=100 base, were 
weighted together into an all-items index by a set 
of constant weighting factors. These were calculated 
by combining the weights for the fifty-seven cities, 
available in January, 1939, on the basis of population 
figures. The weights are as follows: 


Gee ce SOME eels 5 ee, Micrek SMB sin ee tse alee & 33 
GSTs eS ae SE en ee ee eee rer 19 
BORN Saters.: ae pede». Poteds ome + ce. sis stare 2 10 
EN ae tee a. Bae STA tape Oa kwh Raabe ae ese 6 
PUOTIAE TE DISHIN GSE voc. ct amles sie eae ain 2 4 
SH ee Rane Gp es ie Se se 28 

ORS the, Sas A Be a A i tO a 100 


An over-all price increase of 0.6% from April to 
May brought Tue Conrerence Boarp’s index to 
a new peak level. At 163.1 (January, 1939=100) in 
May, it was 0.4% above the level for January, the 
previous high point of the series. 

The purchasing value of the January, 1939, dollar 


correspondingly dropped to 61.3 cents, 0.3 cents lower 
than its value in January. 

Food, the most heavily weighted item in the budg- 
ets of moderate-income families, showed a gain of 
1.3% over the month, and now stands 46.6% higher 
than in June, 1946, the last month of OPA controls. 
The index reached 219.6 in May, its highest point 
in the nearly thirty-four years for which the Board 
has compiled indexes of consumers’ prices. 

With the exception of pork products, which de- 
clined slightly, all meats rose considerably. Most 
sources reported higher prices for dairy products and 
fresh fruits. Declines in flour, some green vegetables, 
and in sugar, tea, and coffee failed to counteract the 
general upswing. Since June, 1947, the nearest date 
a year ago for which data are available, food prices 
advanced 11.2%, an increase substantially greater 
than that shown by any other major budget category. 

The fuel index, which covers gas and electricity 
as well as liquid and solid fuels, followed food with a 
rise of 0.8%; as in April, the increase was entirely 
caused by higher fuel prices, particularly bituminous 
coal and coke. 


Consumers’ Price Index 
Source: Tort CONFERENCE Boarp 
Index Numbers, January, 1939=100 


1945 1946 


Declines occurred in three of the six major budget 
groups and partly offset the rises in food and fuel. 
The drop of 0.1% in the combined clothing index was 
caused by an increase of 0.1% in men’s wear and a 
drop of 0.2% in women’s clothing. Although foot- 
wear tended to increase, no significant price move- 
ments were in evidence. The 0.2% decline in house- 
furnishings reflected lower prices for electrical prod- 
ucts. The sundries index, which was lower by the 
same amount, was affected by widespread cuts, for 
the second time this year, in prices of laundry and 
toilet soaps and soap products. 


SHIRLEY Fass 
FLORENCE §. GEIGER 
Statistical Division 
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Coal in the Postwar Economy 


HE INCREASED demand for coal during the 

war has continued through the postwar period. 
With industrial activity being maintained at high 
levels, coal requirements are correspondingly greater. 
Electric power utilities, railroads, and coke ovens, the 
leading users of soft coal, are consuming considerably 
greater quantities of this fuel than they did in the 
1930’s. (See Table 1.) Owing to mine shutdowns, 
the output of bituminous coal for the first half of 
this year was 282 million tons, or 9% below the com- 
parable 1947 period, but production at 619 million 
tons in 1947, 16% above 1946, virtually equaled the 
all-time peak of 1944. 


STOCKS RECOVER 


Bituminous coal stocks held by industrial consum- 
ers and retail dealers were 47.0 million tons on June 1 
of this year, the latest date for which data are avail- 
able. Although this is about 6% below that date last 
year it represents a significant jump from May 1, 
1948, when stocks were 34.4 million tons, the lowest 
point since June 1, 1946. The shrinkage of stocks 
which occurred by May 1 reflects work stoppages in 
bituminous coal mines in March and April. When 
production was resumed during the latter part of 
April, however, stocks were quickly built up again, 
as indicated by the June 1 figure. 


MAIN SOURCE OF ENERGY 


Total energy generated in the United States in 
1947, reached the unprecedented figure of 35,635 tril- 
lion British thermal units,! of which coal (bituminous, 
lignite, and anthracite) accounted for 50%. In con- 


1A British thermal unit is the quantity of heat required to raise the 
temperature of a pound of water one degree Fahrenheit. 


TABLE 1: 


trast, during the five-year period 1901-1905, 88% of 
the annual average of 10,216 trillion British thermal 
units of fuel and water power produced was supplied 
by coal. (See chart.) 

Total energy output since the turn of the century 
has multiplied approximately three and one half 
times, and while the quantity of energy derived from 
coal has barely doubled, it is still the country’s chief 
source of power. 


MECHANIZATION SPEEDED UP 


Great strides have been made during the past three 
decades in mechanizing the coal industry. With grow- 
ing competition from oil and natural gas following 
World War I, it became necessary for the industry 
to employ more efficient methods in order to reduce 
production costs. Highly efficient mechanical equip- 
ment has been rapidly replacing the pick and shovel. 
Loading, cutting, and cleaning machines have made 
possible sizable increases in productivity. In 1947, 
6.14 net tons of bituminous coal were produced per 
man per day compared with 4.00 net tons in 1920: 
Although the number of workers between these two 
periods dropped 37%, production of bituminous coal 
increased about 9%. In less than two decades, from 
1929 to 1947, the portion of underground production 
which was mechanically loaded jumped from 7.4% to 
58.9%. (See Table 2.) 

The relatively high productivity of the American 
miner is strikingly illustrated by comparison with 
that of the British miner. Average output per man- 
shift? in 1947 was 5.2 tons for bituminous coal miners 
in this country; it was only 1.2 tons for British miners. 


1Manshift is used in this instance in order to employ a basis com- 
parable to the British figure. Output per manshift is simply the 
output of one man on a regular work shift. 


CONSUMPTION OF BITUMINOUS COAL AND LIGNITE, BY CONSUMER CLASS, 1938-1947 


Source: Bureau of Mines 
Millions of Net Tons 


Consumer Class 1947p 1946 1945 
Colliery: fuels: .< i hiro Agea ce sa 2.5 2.0 2.4 
Electric power utilities!........... 86.0 68.7 71.6 
Bunker, foreign trade............. 1.7 1.4 1.8 
Railroad (Class I)?...........-.-. 109.3 110.2 125.1 
Coke: 
Beehive: ce... tines cae 10.1 ae 8.1 
Ovensiti. ihe ieee 94.5 76.1 87.2 
Steel and rolling mills. . 10.0 8.6 10.1 
Cement mills*........ 7.9 7.0 4.2 
Fpl 2 a oes ee eas 118.7 127.2 
Retail dealer deliveries........... 99.2 100.6 121.8 
Total of classes shown. . 545.7 500.4 559.6 


1Federal Power Commission. Includes a small quantity of cok 


1943 1942 


_ 
oc 
2 
o 


at 2.7 Abe 2.5 2.6 2.5 
a0 76.4 65.6 61.9 44.0 $8.2 
6 1.6 1.6 1.6 1.5 1.4 
.0 130.3 115.4 97.4 79.1 73.9 
a 12.4 12.9 10.5 8 23. 1.4 
4 90.0 88.0 82.6 76.6 61.2 45.3 
Fe | 11.2 10.4 10.9 10.0 9.8 8.4 
8 5.9 7.6 6.8 5.6 5.3 4.5 
9 142.8 133.3 122.4 108.0 100.5 94.0 
9 122.8 104.8 97.5 87.7 71.6 68.5 
8 596.2 542.2 494.1 377.8 $38.1 

3Includes small amount of anthracite. 

pPreliminary. 


*Association of American Railroads. Includes powerhouse, sang and station fuel. 
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Extension of strip mining in the last two decades 
has also contributed to the increased coal output. 


HOURS AND EARNINGS 

Bituminous coal miners have greatly improved 
their economic position. Their weekly earnings have 
jumped from an average of $23.88 in 1939 to an aver- 
age of $73.64 for the first quarter of 1948.1 This repre- 
sents a far greater gain than that achieved by produc- 
tion workers in “all manufacturing,” where weekly 
earnings have risen from $23.86 in 1939 to $51.96 for 
the first quarter of this year. In terms of “real” 
weekly earnings, 7.e. in 1939 dollars, miners’ earnings 
rose from $23.88 to $43.64, or 83%; for production 
workers in manufacturing “real” weekly earnings rose 
from $23.86 to $30.79, or 29%. Although the remark- 
able advance in earnings of workers in bituminous 
coal mining is in part attributed to the increase in 
basic wage rates, more important factors were the 
steep rise in hours worked per week,” premium pay 
for overtime, and portal-to-portal time. The recent 
wage increase of $1.00 a day, effective July 1, raises 
the basic wage rate to $14.05 per day. 

In addition to their tripled weekly earnings, bitu- 
minous coal miners have won a number of conces- 
sions that amount to indirect increases in compensa- 
tion. Among them are the welfare and retirement fund 
(payments by operators were raised from 10 cents 


1{n April of this year, average weekly earnings for production 
workers in bituminous coal mining dropped to $49.33 because of 
widespread work stoppages in the industry. 

2Average weekly hours for workers in bituminous coal mines rose 
from 27.1 in 1939 to 40.0 for first quarter of 1948. 


per ton to 20 cents in the wage agreement between 
the Bituminous Coal Operators and the United Mine 
Workers of America which became effective July 1), 
paid vacations, and adoption of improved safety 
measures. 
Sairtey S. Horrman 
Division of Business Economics 


Annual Consumption of Energy! from Mineral 
Fuels and Water Power in the 
United States, 1901-1947 
Source: Bureau of Mines 
Trillions of B.t.u. 
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1The unit heat values used in converting the production figures to British thermal 
units are: anthracite, 13,600 B.t.u. a pound; bituminous coal and lignite, 13,100 
B.t.u. a pound; petroleum, 6,000,000 B.t.u. a barrel; natural gas, 1,075 B.t.u. a cubic 
foot. The fuel equivalent of water power is calculated from the kilowatt hours of 

wer produced wherever available. Otherwise, it is calculated from the reported 
baste: of installed water wheels, assuming a capacity factor of 20% for manu- 
factures and mines and of 40% for public utilities. 


1946 


TABLE 2: GROWTH OF UNITED STATES BITUMINOUS COAL AND LIGNITE MINING INDUSTRY, 1890-1947 


Sources: Bureau of Mines; Bureau of Labor Statistics 


Value, f.o.b. Mine 


Average Price 


Net Tons per Man 


a Men Average 
Production Employed 
ili Totalt Average! - Wholesale Number of 
Wetton) | | ‘perTen |_Betail [Mine Runt poy. | yDay8, 
(Millions of , a ek eal ands) 
Dollars) | (Dollars) | (Dollars per Net Ton) 
oh 111 110 0.99 n.a 192 226 2.56 579 
1900... 212 221 1.04 na 304 234 2.98 697 
1910. 417 469 P12 5 na 556 Q17 3.46 751 
U0 1 re 569 2,130 $3.75 i. n.a 640 220 4.00 881 
DOCH e ss whee 535 953 1.78 8.85 3.953 503 219 4.85 1,064 
LOSB toe sk sa 334 446 1.34 7.65 3.667 419 167 4.78 797 
1934... 359 628 175 8.26 4.131 458 178 4.40 785 
1935... 372 658 4 Sr br 8.29 4.242 462 179 4.50 805 
Lh 439 Tin 1.76 8.42 4.272 477 199 4.62 920 
gi ye are 446 864 1.94 8.58 4.294 492 193 4.69 906 
1b DBO SeOe eee 349 679 1.95 8.61 4.327 441 162 4.89 790 
gl UD pe eal 395 728 1.84 8.52 4.311 422 178 5.85 936 
10868. ee. 461 879 1.91 8.60 4.309 439 202 5.19 1,049 
BEE Ye, eee 514 1,125 2.19 9.10 4.560 457 216 5.20 1,125 
1942.. 583 1,374 2.36 9.51 4.782 462 246 5.12 1,261 
Ravenel en aie 590 1,585 2.69 9.94 5.045 416 264 5.38 1,419 
HoT ae 620 1,811 2.92 10.27 5.239 393 278 5.67 1,575 
ph es 578 1,768 3.06 10.49 5.356 383 261 5.78 1,508 
Uy re 534 1,836 3.44 10.95 5.775 396 214 6.30 1,347 
1947p 619 2,563¢e 4.14 12.996 | 6.873c¢ 405 249 6.14 1,528 


iFigures for the years 1890 to 1936, inclusive, and 1939 exclude selling expense. 
Figures for other years include selling expense. 

2Percentages for the years 1890-1918, inclusive, are of total production, as a sepa- 
ape strip mine and underground production is not available for these years. 

@1913 figure. 

bAverage retail price of bituminous coal for first quarter 1948 was $14.67. 


1948, was $7.703. 
pPreliminary 
eEstimated 
n.a.Not available. 


Per Cent of Under- 
ground Production 


Cut by | Mechan- 


Machines? Fred é 
n.a. n.a 
24.9 n.a 
41.7 n.a 
60.7 n.a. 
78.4 7.4 
84.7 12.0 
84.1 12.2 
84.2 13.5 
84.8 16.3 
n.a. 20.2 
87.5 26.7 
87.9 31.0 
88.4 35.4 
89.0 40.7 
89.7 45.2 
90.3 48.9 
90.5 52.9 
90.8 56.1 
90.8 58.4 
n.a. 58.9 


Per Cent of Total 


Production 
Mechan- | Mined by 
ea Stripping 
n.a. n.a. 
n.a. n.a 

3.8 n.d. 
3238 1.5 
6.9 3.8 
10.4 5.5 
i i | 5.8 
12.2 6.4 
13.9 6.4 
14.6 Fol 
18.2 8.7 
20.1 9.6 
22.2 9.4 
22.9 10.7 
24.4 11.5 
24.7 13.5 
25.6 16.3 
25.6 19.0 
26.0 91.1 
25.8 21.8 


cAverage wholesale price of bituminous coal, mine run, for January andFebruary, 
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Remobilization Developments 


Draft Law Establishes Industry Controls 


The Selective Service Act of 1948, official title of 
the new draft law, reimposes certain wartime con- 
trols on industry. Any complacency that may have 
existed with regard to the rearmament program has 
been ended by enactment into law of the “draft indus- 
try” sections of the Selective Service Act. 

General controls give the President power to draft 
industry, if necessary, by re-enacting provisions of the 
War Powers Act. The section on mandatory orders 
is very similar to that contained in the 1940 Selective 
Service Act. The new law specifies that the President 
may place mandatory orders with any company for 
articles needed by the National Military Establish- 
ment or the Atomic Energy Commission. Failure to 
comply may result in seizure of the plants involved 
and the imposition of heavy penalties on the officers. 

The much-discussed section of the new draft law 
dealing with allocation of steel gives the President, 
acting through the Secretary of Defense, authority to 
require steel companies to make steel available to 
industries having orders for steel products required 
by the armed forces. It is the contention of Repre- 
sentative Ploeser (R. Mo.), author of the amend- 
ment, that this will not revive wartime controls. 
Rather, he claims, it was merely his intent to insure 
supplies of steel to small manufacturers with which 
to fill defense orders. It is a corollary to the section 
which guarantees to small business a share in defense 
work. The likelihood of imminent application of these 
mandatory controls would seem to hinge on whether 
the present voluntary allocation plan can continue to 
cope with growing requirements of the rearmament 
program, ECA, and the needs of private industry for 
peacetime products. 


Renegotiation Is Here Again 


Executives who hoped that renegotiation was just 
a memory have been jarred by the realization that it 
is already an integral part of the new rearmament 
program. The 70-group air force appropriation bill 
provided that all contracts and subcontracts in excess 
of $1,000 covered by this appropriation would be 
subject to renegotiation. A House bill would have 
extended the renegotiation clause to all defense con- 
tracts in excess of $1,000. During the closing hours of 
Congress this measure was rejected but it was finally 
agreed to broaden the coverage of the act to include 
contracts for ships, aircraft, aircraft parts, and facili- 
ties constructed outside the continental United States. 


Application of the renegotiation clause to the con- 
tracts specified is subject to the discretion of the Sec- 
retary of Defense. He may require that the clause be 
included whenever he considers it in the best inter- 
ests of the United States. If the total amount received 
or accrued by a contractor or subcontractor is less 
than $100,000 a year, however, he will not be subject 
to renegotiation. 


Unification of Procurement Functions 


Since passage of the National Security Act of 
1947 unifying the armed services, the Munitions 
Board has made important changes in procurement 
policy. This has been done by assigning responsibility 
for the purchase of individual items to a single serv- 
ice. A breakdown of the results to date, compiled by 
the Munitions Board, show that approximately 64% 
of the dollar value of purchases by the National Mili- 
tary Establishment are being carried out under single 
service assignments. This compares with only 18% a 
year ago. If joint purchases and other types of col- 
laborative arrangements are added in, then the cur- 
rent figure comes to around 84% as against 38% in 
1947. 


Munitions Board Gets Additional Authority 


Defense Secretary Forrestal has delegated all his 
authority pertaining to industrial matters to the Mu- 
nitions Board. This further enhances the powerful 
position that this body holds in the National Mili- 
tary Establishment and in the over-all organization 
for national defense. Together with the National Se- 
curity Resources Board, it is the key planning group 
for industrial mobilization. The Munitions Board, 
which is headed by Thomas J. Hargrave, has general 
responsibility for “coordinating all policies, plans, and 
activities of the National Military Establishment re- 
lating to industrial matters, including procurement, 
production, and distribution.” 

A further strengthening of the board should result 
from elimination of the executive committee and sub- 
stitution of a director of the staff. This move is in 
accord with the principle of a single command respon- 
sibility. 


Standardization Pushed 
Establishment of the Munitions Board Standards 
Agency and the Munitions Board cataloging agency 
indicates the great importance that is attached to the 
task of standardizing equipment for the Military Es- 
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tablishment. No one wishes to see a repetition of 
some of the chaotic conditions which existed in World 
War II when planes were grounded and tanks immo- 
bilized because the available spare parts would not 
fit the particular model that had broken down. Even 
worse, the needed parts might be available in a near- 
by Navy depot, but cataloged under a different sys- 
tem with no cross reference system with the Army. 

Setting up these two new agencies is expected to go 
far toward giving the armed services a more efficient 
and economical supply system. They will coordinate 
and carry on the work that was initiated by the War 
and Navy departments and coordinated by the old 
Army and Navy Munitions Board. 

The cataloging agency is progressing in its tremen- 
dous task of naming, describing, classifying and num- 


bering some 5 million items of military usage, a job 
that is expected to take several years for completion. 


Guide for Company Planning Available 


Industrialists who are anxious to formulate their 
own remobilization plans can procure copies of the 
“Guide for Joint Industry-Military Procurement 
Planning” by writing to the Munitions Board in 
Washington. This publication offers a checklist for 
top management preparing their plants for industrial 
mobilization in the event of a national emergency. 


Paut W. Dickson 
Division of Business Practices 


Business Forecasts 


National City Bank of New York (July, 1948)—“It would 
be hard to find in the [economic] situation anything pointing 
to a significant decline in national income and buying power 
in the early future, with demand in many lines still unsatis- 
fied, construction and capital expenditures active, prices and 
wages rising, crop prospects good, and the whole structure 
supported by the European Recovery Program and by ex- 
pected larger armament expenditures.” 


Fortune Magazine, Semiannual Executive Forecast (Polled in 
May, released July)—“The pleasant picture that emerges 
from this forecast is one of high production at stable or 
stabilizing prices.” Thirty-seven per cent of the 28,800 
executives polled expected business to be unchanged in the 
second half of the year; 32% expect moderately better busi- 
ness; 28% moderately less business. Almost half the execu- 
tives believe the boom is past its peak. Of those who are not 
of this opinion, 73% foresaw no downturn this year. 


Kenneth Field, director, Carnegie-Illinois Steel Corporation 
(June 19)—‘‘The economic influences to end the inflationary 
spiral are in operation and the spiral will end without the 
severe repercussions that characterized 1920 and 1929.” 


Charles O. Hardy, staff director, Joint Committee on the 
Economic Report (June 15)—‘‘The economic prospect for the 
remainder of this year is for continuation of full employment, 
further increases in wages and profits, and continued short- 
ages in heavy goods industries where expansion of capacity 
is difficult.” 


Raymond Rodgers, professor, New York University (June 11) 
—‘“Business and prices are at, or very near, a moderate 
downward turn in the business cycle. . . . Now is the time to 
prepare for adverse developments.” 


Jacques Coe, Jacques Coe & Co., stock brokerage (July 1)— 
“Looking at the stock market in its broad aspects, according 
to the long-term cycle we reached the top area in the summer 
of 1946 and are now in a major downward swing of that 
cycle which should culminate sometime between the years 


1950 to 1951. The minor cycle is now in a modest uptrend 
and should continue upward with interruptions into the fall 
or winter of 1949, when the minor cycle again turns down 
and falls into gear with the major cycle.” 


INDUSTRY REPORTS 


Association of American Railroads (July 5)—“Freight car- 
loadings in the third quarter of 1948 are expected to be 3.7% 
above those in the same period in 1947 according to estimates 
just supplied by the thirteen Shippers Advisory Boards. All, 
except the Southwest and the Trans-Missouri-Kansas regions, 
estimate an increase.” Vehicle parts, gravel, sand and stone, 
agricultural implements and vehicles other than automobiles 
anticipate a greater than 10% increase over this period. 
Various food products expect sizable decreases. 


Thomas S. Holden, president, F. W. Dodge Corporation 
(June 1)—‘‘Lower construction costs should be expected to 
come about gradually, as competitive pricing of materials and 
of completed structures gradually increases, as gray markets 
subside, as productivity of building labor increases and as 
builders are able more and more to develop cost-reducing 
procedures. While the current trend of construction costs is 
still upward, it does not appear that big further increases are 
in the offing unless big programs for defense construction are 
added to current civilian demands.” 


David S. Miller, president, Producers’ Council (June 17)— 
“Assuming no further major work stoppages or wholesale 
diversions of materials to war production, the list of materials 
likely to continue in tight supply [in construction] during 
1948 is narrowed down to iron and steel items and millwork.’’ 
New construction in 1948 is expected to approximate $16.4 
billion, 17% above last year, according to the Council. 


Bureau of Mines (July)—“Compared with 1947 [crude oil 
supply], the revised forecast for 1948 indicates a probable 
increase on a daily average basis of 8.6% in domestic crude 
oil production and an increase of 9.9% in total crude runs. 
Total imports of all oils into continental United States will 
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exceed exports and shipments to noncontiguous territories by 
about 38 million barrels.” In 1947, net exports were about 
5 million barrels. 


A.J. McIntosh, economist, Socony-Vacuum Oil Co. (June 1)— 
“The petroleum industry can take care of all the present users 
of light fuel oils during the next winter. If new home installa- 
tions range in the neighborhood of 200,000 to 250,000 burners 
during the period, then there would be some additional sup- 
plies available for a modest number of conversions to oil from 
coal or from nonpetroleum fuels. There surely will not be any 
substantial supplies so that these conversions can be on an 
all-out basis like they were last year. In regard to heavy fuel 
oil, even with very substantially increased imports, it does 
not look as if there will be much more total additional heavy 
fuel oil available for the next twelve months than there was 
during the last twelve months.” 


J. R. Davis, vice president, Ford Motor Company (June 3)— 
“Production for 1949 is as yet an uncertain factor, but another 
5 million total car and truck production year seems likely.” 


Frank E. Seidman, Seidman and Seidman, accountants for 
furniture manufacturers (June 29)—“T do not go along with 


those who forecast a decline in business in general and fur- 
niture in particular in the near future. . . . In so far as 1948, 
as a whole year, is concerned it will be a year of rising prices 
and capacity business—yes, a year even better than the boom 
year 1947.” 


Dr. Courtnay Pitt, economist, Philco Corp. (June 20)— 
“The total potential demand for refrigerators is 6,595,000 
units (to take care of accumulated requirements of recent 
years) plus 5,500,000 units (to take care of obsolesence and 
replacement needs) or a total of 12,095,000 units. Production 
last year was only 3,800,000 units and the total for this year 
may not go much above 4,500,000 units.” 


Maz F. Balcom, president, Radio Manufacturers Association 
(June 17)—“The pipe lines are now filled and overflowing 
and, therefore, it is expected that the year 1948 will not show 
the same high total in radio receiving set production and 
sales. However, with the growing output of television and 
FM there is no reason why total sales volume in the radio 
industry cannot continue at the same high level attained 
during 1947.” 

Rose Natpicw 
Division of Business Economics 


Economic Notes 


The Supply of Savings 


It is now painfully obvious that the rate of saving, and 
of capital creation, in Great Britain in the interwar decades 
was inadequate. Yet there cannot be any question that the 
lasting effect of public policy in the past ten years will 
prove to have been strongly to the disadvantage of saving. 
The immediate effect, it is true, has been more favorable. 
Private saving rose from 6.3% of total private incomes 
(before tax) in 1938 to 7.7% in 1947. But this is partly 
the effect of over-full employment and partly the effect of 
continued shortages of the things on which private persons, 
and particularly business firms, spend their incomes. When 
times become more normal, it is hardly possible to believe 
that either persons or companies will save as much of their 
incomes after paying the present crushing load of taxation 
as they did before the war. Moreover, so far as personal 
savings are concerned, there has been in the second war, 
to an even greater extent than in the first, a massive redistri- 
bution of income from the rich to the poor. In 1938 the 
average surtax payer had £3,120 left after paying tax, in 
1946 only £1,980. Opinions will differ on the social justice 
of the changes that wartime taxation has wrought. But 
there cannot be two opinions about the effect that they 
have had on private savings, and the weekly figures of the 
National Savings Movement make it quite clear that the 
savings of the rich that have been lost have not been 
made good, on any permanent basis, by increasing savings 
by the less well to do. It would, indeed, be ridiculous to 
expect anything of the sort. Moreover, on top of the actual 
effect of high taxation on the margin of income available 
for savings, an atmosphere progressively less favorable to 
thrift is being built up among the middle and upper classes, 
the effects of which are likely to be much greater than any 


produced lower down the income scale by the propaganda ‘ 
of the Savings Movement.—The Economist, May 22, 1948. 


Preventing Depressions Through Price Control 


Price-wage control should be reintroduced as a tempo- 
rary measure when it becomes evident that deflation has 
begun, in order to speed up the process of decline in prices 
and money wages. Deflationary periods, it is well known, 
are always periods of unemployment. The main reason is 
that prices (and wages) do not fall fast enough to keep 
pace with declining velocities of circulation and also, per- 
haps, declining money stocks. . . 

The only alternative, if we wish to prevent unemploy- 
ment, is to have some method of quick offsets in the 
stock of money for changes in liquidity preference. This we 
do not have, and are not likely to get. It seems, therefore, 
that the only practicable alternative is the reimposition of 
price-wage control with the avowed intent of reducing the 
whole level very rapidly once the inflation reaches its peak. 

. . The object of price-wage control would be a sharp 
over-all decline—say of 25%. The control would not be 
conceived as a permanent institution, though its date of ter- 
mination should be left indefinite. . . . The threat of reim- 
position should then be enough to prevent an inflationary 
fall in liquidity preference. Thus we may escape the dilemma 
of long-run price-wage control—that it is incapable of 
adjusting the relative structure of prices and wages quickly 
enough to the ever-shifting conditions of demand and sup- 
ply —K. E. Boulding, “Price Control in a Subsequent De- 
flation.” The Review of Economics and Statistics. Feb- 
ruary, 1948. 


Selected Business Indicators 


1948 
Item : April, 1948 | May, 1947 
May April March February to to 
May, 1948 | May, 1948 
Industrial Production 
SRE MN GE EUS) US) .crctccetoete a nitcts. 6 « 1935-39=1C0 } p 192 | r 188 |r 191 194 185 +2.1 +3.8 4+1.9 
Manufacturing (FRB) (S)........ 1935-89=100 |p 198|r 195 200 201 191 41.5 43.7 +1.8 
Durable goods (FRB) (S).......|| 1985-39=100 |p 222 @17 229 226 218 +2.3 +1.8 +1.4 
Sy Se See er ae 000 net tons 7,565 |r 6,218 7,608 6,940 7,339 +21.7 +3.1 +1.3 
BOT hogs ok seid chal hicise toe xe 000 net tons 5,077 3,840 5,020 4,838 5,081 +32.2 -0.1 2.8 
Copper (refined)............-- net tons 104,524 104,044 110,886 93,588 108,536 +0.5 $3.7 +2.4 
Lead (refined)................ net tons 50,626 49,652 50,093 43,598 53,822 +2.0 -5.9 -1.4 
Zine’ (slab): (52. Ss See net tons 72,742 70,330 73,209 66,784 73,970 +3.4 -1.7 -1.7 
Glass containers............ ..{| 000 gross 8,825 |r 8,951 8,977 7,320 10,578 -1.4 -16.6 -19.0 
MN ieys SON spciides iw ethae stakes million bd. ft. n.d. 3,035 3,022 2,480 3,094a) +0.45 -1.9¢ —0.7%d 
Machine tools!**,............ 1945-47 = 100 Nd.|p 82.7 84.2 81.9 94.3a -1.8b -12.3¢ -l1.1d 
Machinery (FRB)............ 1935-39=100 || p 275 |r 276 283 |r 284 2738 0.4 +0.7 +1.4 
ortation equip. (FRB)..|| 1935-89=100 |p 222 |r 237 242 231 225 -6.3 -1.3 sat 
Automobiles, factory sales**.. . units Pp 225,461 308,071 $49,998 274,847 284,357 -26.8 —20.7 43.5 
Nondurable goods (FRB) (S)....|| 1985-89=100 |p 178 |r 177 177 180 170 +0.6 +4.7 42.4 
MOvtOnts. . MSN ees teas we sees bales » 785,440 829,730 878,714 785,231 807,135 -5.3 2.7 4.9 
Wagltt, scod stor! fiestas. s cts million pounds n.d. 65.3 |r 66.0 |r 58.4 60.4 -1.1b +8.1e¢ -3.7d 
IRRVONSV AID? woes Satis sia.sneines million pounds 69.9 |r 67.9 67.8 60.6 59.5 +2.9 +17.5 412.3 
Food prod., mfd. (FRB) (S).../ 1985-89=100 |p 159|r  158|r 158|r 160 155 +0.6 +2.6 +0.8 
Chemicals (FRB) (S)......... 1935-39=100 || p 250 |r 249 249 251 253 +0.4 -1.2 0.2 
Newsprint, North American. .. short tons 498,458 487,620 481,076 427,444 486,399 +1.2 +1.5 +0.9 
(1, ee eer aes s iG of capacity 100.4 102.5 100.6 100.3 106.2 -2.0 -5.5 -3.9 
PADELDOSREL ,. biiicorsis bie-s oie «Ato 7 of capacity 100 102 102 100 101 2.0 -1.0 0.2 
Boots and shoes®.............. thous. of pairs n.a.|p 39,426 |r 44,852 40,290 39,525 -12.1b -0.3¢ +3 .8d 
Cigarettes (small)*............ millions 28,498 32,036 29,154 23,349 25,068 -11.0 +138.7 +5.0 
Minmg (FRB) (8)....0;...:..22- 1935-39=100 || p 163 147 142 155 151 +10.9 +7.9 +3.7 
Bituminous coalr............. 000 net tons p 56,590 |r 34,600 $3,844 49,711 56,464 +63 .6 +0.2 -12.6 
PTUHERCILE Khe. Acne estes 000 net tons p 4,867 |r 4,438 4,928 4,675 4,549 +9.7 +7.0 42.8 
Crude petroleum‘............. 000 barrels n.d. 5,484 5,406 5,353 4,974 +1.4b) +10.3c}) +411.2d 
Electric power’. .............0-0+: million kwh 5,076 5,046 5,177 5,326 4,596 +0.6 +10.4 +10.0 
MOUSEPNCHIONS co.cc es cece co ne a 000 dollars 970,789 873,882 689,763 681,967 674,657 +11.1 443.9 +32.7 
Heavy engineering—Public’........ 000 dollars 72,042 17,178 71,845 61,908 46,403 6.7 +55.3 +67.1 
Heavy engineering—Private’....... 000 dollars 61,755 78,254 55,179 56,753 56,466 21.1 +9.4 -0.4 
Distribution and Trade 
Carloadings, total®*............... thousand cars 877.2 783.6 730.1 7169.3 875.0 +11.9 +0.3 4.7 
Carloadings, miscellaneous. ....... thousand cars 381.4 378.3 377.6 363.4 380.9 +0 +0.1 -0.3 
Retail trade (NICB) (S)r.......... 1935-39 =100 n.a. 326.2 $18.8 |r $13.2 291 . 9a +2.56 +11.8¢ +11.9d 
Department store sales (S)......... 1935-89=100 || p 308 r 304 284 r 285 289 +1.3 +6.6 +6.9 
Variety store sales (S)r............ 1935-39 = 100 n.d. 220.3 212.7 205.4 204.4 +3.66 +7.8¢ +5.7d 
Rural retail trade (S).............. 1929-31 =100 n.d. $72.8 408.6 370.5 334.6 -8.8b +11.4c +10.2d 
Grocery chain store sales (S)*r...... 1935-39 =100 n.a. 363.3 359.8 353.7 320.1 +1.06 +13.5¢ +15.9d 
Magazine advertising linage........ thous. of lines 4,288 4,391 4,581 4,175 4,332 2.3 -1.0 -7.0 
Commodity Prices 
All commodities (BLS)*............ 1926 =100 p 163.8 162.7 161.4 160.8 147.1 40.7; 411.4] 411.5 
ew materials: :. 22 S808. XS. 1926 =100 p 177.6 175.5 174.7 174.9 158.6 +1.2 +12.0 +12.4 
Semi-manufactured articles....... 1926 =100 p 158.6|r 154.0}7r 152.9 155.3 144.9 0.3 +6.0 +8.0 
Manufactured products®.......... 1926 =100 p 158.4 157.5 155.8 154.5 141.7 +0.6 +11.8 +11.5 
Farm products.................. 1926=100 p 189.1 186.7 186.0 185.3 175.7 +1.3 +7.6 +8.7 
00 he idee BBE copie iets 1926 =100 p 1W7.alr 176.7 173.8 172.4 159.8 +0.4 +11.0 +8.9 
Sensitive industrial (NICB)®........ 1929=100 153.1 152.1 150.3 158.5 148.2 40.7 43.3 +4.6 
Sensitive farm (NICB)*®............ 1929=100 212.8 208.7 205.6 206.1 196.9 42.0 +8.1 +12.3 
PRUE PYMIES cars oats Stea sas cisks Kine wl 1985-39 = 100 n.d. 190.8 188.6 189.0 177.2 +1.2b +7.7¢ +8 .4d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 130.2 124.6 116.4 114.2 115.2 44.5 +13.0 -1.1 
Sntitistriniss. O01 Ssiwbs a eS. 1935-89 = 100 187.0 130.8 121.8 119.2 119.0 44.7 +15.1 +0.6 
ER SSNECUAB HO, Core Ciel! 6, a-a.ece aia ave. sca e oth 1935-89 =100 122.6 115.2 105.2 101.9 95.1 +6.4 +28.9 +2.0 
NET Ne ee eee eee 1935-39 = 100 99.2 96.2 93.0 92.6 102.0 +3.1 2.7 -11.2 
Totalno. shares traded N.Y.Stock Ex.|| thousands 54,683 48,765 27,692 22,989 26,864 +24.9] +103.6 +21.8 
Corporate bond yields (Moody’s). . .|| per cent 3.02 3.05 3.10 3.12 Q.7 -1.0 48.2 410.6 
Financial Indicators 
Bank debits, outside New York City” million dollars 51,797 |r 53,685 |r 56,900 |r 48,505 47,464 -3.5 +9.1 +12.9 
New capital corporate issues........ 000 dollars $74,081 562,426 594,606 545,881 211,667 -33.5 +76.7 +82.2 
Refunding issues..............--.. 000 dollars 4,089 50,213 97,042 14,092 $19,498 -91.9 -98.7 -75.0 
Comm., industrial and agric. loans***! million dollars 14,218 |r 14,258 14,522 14,636 11,891 -0.3 +19.6 +21.8 
Total personal income (S)**....... billion dollars n.d. 209.1 |r 207.7 207.7 189.4 +0.7b +10.4c +10.2d 
Money in circulation, end of month.) million dollars 27,807 27,716 27,781 28,019 28,261 +0.3 -1.6 -1.2 


§ Adjusted for season variation ‘Shipments  *Consumption; cigarette consumption measured by tax-paid withdrawals _ *Excludes reconstructed government shoes included in 
data prior to 1944 ‘Average daily ‘Average weekly ‘F. W. D 1Engineering News-Record—average weekly  *Grocery and combination chain store sales tags 
September, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the Feb- 
ruary, 1948 indexes for All Commodities and Manufactured Products would have been 158.3 and 150.3; March, 158.8 and 151.7; April, 160.2 and 153.4; May, 161.3 and 154.3. 10140 
centers aApril, 1947 bPercentage change, March, 1948, to April, 1948 cPercentage change, April, 1947, to April, 1948 dPercentage change, 4 months, 1947 to 4 months, 
1948 ¢Estimated  flessthan .05% n.a.Not available _pPreliminary _rLong-term revisions—variety and ry chain store sales; NICB retail trade; new capital cor 
rate issues and refunding issues; bituminous coal; lumber; revised data available on request. *Value as traffic indicator subject to variations in length of haul and amount loaded. **New 
series. Automobile uction data discontinued. Earlier data on factory sales available on request. Commercial, industrial and agricultural loans reported by member banks in lead- 
ing cities revised to increase and improve coverage. Revised data unavailable prior to July, 1946, Total personal income, seasonally adjusted at annual rates, replaces national income 
payments. Total personal income is current income received by persons from all sources, exclusive of transfers. Earlier data available on request. Machine tool shipments computed 
on a revised index base; average of figures for three months is reported as figure for the middle month. 
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What Executives Say: 


Financing Capital Needs 


(See article on page 283) 


PRIMARY PRODUCTS 
Foundries: Retained Earnings Furnish Capital 


“In 1947, our capital needs were met by retained earnings. 
Capital needs in 1947 were moderate. For 1948, the answers 
would be the same. Our capital requirements in 1949 should 
continue moderate.” 


“Capital requirement needs in 1947 were met entirely by 
using retained earnings. Normal requirements in 1948 will 
be 100% financed out of retained earnings.” 


“Our capital needs in 1947 were met from retained 
earnings and from current depreciation—about 50% from 
each. For the year 1948, to date, we are meeting our capital 
demands from the same sources in approximately the same 
percentages, and we have not changed any of our financing 
plans as a result of the recent stock market rise. We antici- 
pate that 1949 capital requirements will be approximately 
the same as those of 1947 and 1948.” 


“We did not get going in “47 on the expansion that is 
now going forward. We wanted to be sure of the postwar 
trend of our business before engaging in expansion. All of 
our expenditures for 1948 and 1949 will be from retained 
earnings. We anticipate an additional expenditure of about 
a half million dollars in ’49 and our plans for spending from 
retained earnings contemplate improvements, extensions 
and rounding out our plant on a basis of paying as we 
earn. 


“The amount expended for plant equipment (which was 
substantial) during the fiscal year ended June 30, 1947, 
was obtained from retained earnings and current depreciation 
charges. The same would apply for the year ending June 
30, 1948, in which we also made substantial expenditures.” 


“All of our capital needs were met in 1947 from current 
depreciation charges, retained earnings and a short-term 
bank loan. Approximately 60% of our requirements came 
from current depreciation charges and the balance from 
retained earnings and the loan. In 1947 capital needs were 
moderate, approximately one and one-half times our de- 
preciation. Our 1948 pattern is very similar to the 1947 
pattern except there are no bank loans. In 1949 we look 
forward to a somewhat larger capital expenditure than we 
experienced in 1947 and 1948.” 


Nonferrous Metals and Products: 
Moderate 


“Our capital needs were met by retained earnings. Capi- 
tal needs were moderate. We have not changed our financing 
plans as a result of the recent stock market rise. There will 
be no change in capital requirements in 1949. A substantial 
rearmament program probably would not affect our com- 
pany.” 

“Our capital needs in 1947 were wholly supplied from 
long-term bank loans plus retained earnings and current 
depreciation charges. Our -capital expenditures will be 
kept to a minimum in 1948 as we had accelerated our plans 
during the past two years with a view to reducing them to 


Capital Needs 


a minimum for a number of years thereafter. We probably 
will spend less than our depreciation.” 


“Our capital expenditures for the year 1947 were moder- 
ate. They were in large measure derivable from current 
depreciation charges with the balance coming from retained 
earnings. Our capital expenditures for 1948 are expected 
to exceed those made in 1947. We estimate that the year’s 
depreciation charges will provide about 80% of expenditures 
with the balance coming from retained earnings. It is 
anticipated that our capital requirements for the year 1949 
will be approximately the same as for the year 1948.” 


Petroleum and Products: Large Depletion Funds 


“In the year 1947 this company’s capital disbursements 
of $36 million exceeded those of any previous year with the 
exception of 1944. Depreciation and depletion provided 
a total of $23 million and the balance was provided by re- 
tained earnings. In 1948 it is estimated that our capital 
investment, depending on availability of oil field tubular 
goods and other steel products, may reach a total of $44 
million to be financed entirely out of depreciation, depletion 
and retained earnings.” 

“Tn spite of the fact that over $70 million of our 1947 net 
earnings were retained in the business and large sums were 
available through utilizing funds equivalent to depreciation 
and depletion provisions, the company was obliged to bor- 
row $100 million of new funds during the year 1947 to meet 
the cost of capital expenditures and business investments 
totaling $180,900,000, and to provide the additional amounts 
required for carrying increased inventories and accounts and 
notes receivable, and to maintain adequate balances. Dur- 
ing 1948 it is expected that the company will spend between 
$200 million and $250 million for new facilities, part of 
which will be financed by $113 million of funds secured 
through the sale of additional capital stock early this year. 
It is estimated that approximately one third of this capital 
program will be financed by provisions from earnings for 
depreciation and depletion, and the balance partly from 
earnings and partly from the funds derived through sale 
of the capital stock mentioned above.” 

“To provide for substantial expenditures, it was necessary 
to use approximately 68% of 1947 earnings, which amounted 
to 29% of the expenditures. In addition 44% was obtained 
from borrowed funds and 27% was provided by charges for 
depreciation and depletion. Capital expenditures are ex- 
pected to continue during 1948 at about the 1947 level, but 
after that to show a decline.” 

“The 1947 capital expenditures were substantial and 
24% were met from retained earnings, 51% write-offs, and 
25% from sale of stock. The 1948 capital expenditures are 
estimated to be 20% higher than in 1947. It is expected 
that write-offs will provide 42% of these estimated re- 
quirements while retained earnings will furnish the balance. 
It is our belief that the general high level of capital expen- 
ditures will be maintained during 1949 and that a rearma- 
ment program will have little effect.” 

“Our capital needs were met in 1947, and will be met 
in 1948, from resources already in hand. In 1947 we sold 
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200,000 shares of our capital stock, increasing the number 
of shares outstanding from 1,300,000 to 1,500,000. No fur- 
ther financing is contemplated.” 


“Our capital needs were met in 1947 from current depre- 
ciation and retained earnings. We anticipate being able to 
meet our planned expenditures for 1948 from the same 
sources. Our capital requirements in 1949 will approximate 
those of 1948, which are substantial.” 


“Of the total capital requirements, for 1947, approximate- 
ly 43% came from new equity financing, 26% from depre- 
ciation and depletion charges, and 31% from retained 
earnings. There were no new bond issues or bank loans 
during the year. In 1948 we contemplate that our capital 
expenditures will approximate $30 million. The increase in 
our inventories and accounts receivable, less the increase 
in accounts payable, is estimated at about another $5 mil- 
lion with the result that the over-all capital requirement 
will again be approximately $35 million. Depreciation and 
depletion will provide about $10 million, leaving a balance 
of some $25 million to be provided from new financing. We 
are unable to forecast for 1948 how this balance will be 
provided.” 


“The funds necessary to finance these large capital ex- 
penditures were obtained from the following sources: 55% 
from retained earnings; 34% from depreciation; 11% from 
miscellaneous sources including the sale of physical capital 
assets and minor borrowings. During the year 1948 it is 
expected that capital expenditures will exceed those dur- 
ing 1947 and that approximately 72% will be obtained 
from retained earnings and 28% from depreciation. Present 
forecasts of capital expenditures for the year 1949 indicate 
that they will be somewhat larger than during the current 
year. 


Steel Producers: Requirements Down in 1949 


“Approximately 85% of our capital needs in 1947 came 
from retained earnings in that year and prior years. The 
balance of 15% came from current depreciation charges. 
Inasmuch as our main plant expansion program is now 
tapering off, our capital needs in 1948 will be only about 
one third of those required in 1947; 50% of this will come 
from current depreciation charges and the balance from 
retained earnings. Our capital requirements in 1949 should 
be quite modest. I estimate that they will be only one 
third of what is required in 1948 and one ninth of what was 
required in 1947.” 


“Our capital needs in 1947 were met from the following 
sources in the percentages indicated: 


Per Cent of 
Source Total Expenditure 
Depreciation and depletion including 
reserve for excess cost of property 
PEIAGEMIEN G6 a0, cle aos choyajSo.5 0 micin. \544 574% 
Reta SEATING S oan. ds.shops oie dencalt rue 42.6% 
100.0% 


Our capital expenditures in 1947 were roughly $33 mil- 
lion. Compared to past history they can be classified as 
very substantial. Our planned capital expenditures for 1948 
are approximately the same as 1947 and the source of capi- 
tal funds will follow a similar pattern. We have not changed 
our financing plans as a result of the recent stock market 
rise. We expect no marked change in the trend of our capi- 
tal requirements in 1949.” 


“This company started an improvement program at the 
end of 1946, which, it was assumed, would run into 1947 
and 1948. The program involves total expenditures of 
about $36 million and was financed about one third by the 
sale of an additional amount of long-term bonds; 50% was 
financed by working capital, and the balance from accrued 
depreciation and depletion. About one half of the total capi- 
tal expenditures were completed by the end of 1947 and 
it is hoped that the balance will be completed by the end 
of the first quarter of 1949. The situation in 1948 will be 
the same as in 1947. Our 1949 program will be as small as 
we can make it.” 


“Our capital needs for 1947 were moderate, and were met 
from earnings and depreciation.” 


“Retained earnings and current depreciation charges were 
the only items from which capital was obtained during our 
1947 expanded program. It is anticipated that by the end 
of 1948 approximately the same value of capital equipment 
will be installed, with approximately the same dollar value 
as in 1947. The year 1949 will see a diminution of capital 
expenditures, although our requirements will continue to be 
substantial over the next ten years.” 


Miscellaneous: Moderately High Capital Needs 


“Retained earnings and depreciation provided half of our 
substantial capital needs last year. The balance was met 
with long-term bank loans. We anticipate a modest reduc- 
tion in capital requirements for 1948, at least 75% of which 
should come from retained earnings and depreciation. Be- 
cause of favorable banking arrangements, the recent rise in 
the stock market has not changed our financing program. 
We must admit, however, that we are watching the market 
closely, and that any sustained advance would be tempting.” 


“Our capital expenditures were moderately high in 1947 
and were derived solely from retained earnings and depre- 
ciation. We have embarked on a rather ambitious program 
involving a 50% increase over our present productive ca- 
pacity. This will not be completed until well into 1949. 
We have arranged for the financing of this program one 
half by term loans taken by two banks and one half by a 
mortgage loan taken by an insurance company.” 

“Our capital needs in 1947 were met from retained earn- 
ings and current depreciation charges. About 75% of our 
needs came from retained earnings and 25% from depre- 
ciation charges. We expect to continue the expenditure of 
considerable funds for new equipment and new plant in 
1948 and hope to finance these as in 1947. Our capital re- 
quirements in 1949 should not differ greatly from those in 
1947 and 1948 as the building program bids fair to take 
practically all of our production in 1949 as it did in 1947 
and is doing in 1948.” 


METAL MANUFACTURES 
Air-conditioning Equipment: No Capital Expenditures 


“A substantial rearmament program might affect our 
company in that we might have to have a new plant and 
a very substantial amount of equipment. We do not pro- 
pose to do this unless we are able to charge this off under 
Certificate of Necessity or some other tax plan of this type.” 

“Perhaps we have been a distinct exception in the field 
of manufacturing, but we have made no capital expendi- 
tures for plant and equipment during 1947 and 1948 to 
date, and our inventories have been declining steadily 
since the end of 1946. We have been cutting down our 
bank loans steadily and within another year will probably 
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have eliminated short-term bank borrowing for the first 
time since the start of the war.” 


Automobiles and Equipment: New Plant Construction 


“We have experienced a substantial increase in capital 
requirements during the last three or four years but we 
expect this increase to level at somewhere near the 1948 
peak in 1949. We do not believe that a rearmament pro- 
gram will substantially affect our capital requirements dur- 
ing 1949.” 

“During 1948 we are constructing a new building to re- 
place property which we have been leasing for the last two 
years. In order to finance this investment, it was necessary 
to use bank money in the form of a three-year term loan. 
Our problem was similar to that of all business, in that 
retained earnings and depreciation reserves, based on values 
in the past, are not sufficient to cover the tremendously 
inflated costs of present construction. For example, our 
older buildings averaged $3.20 a square foot. The war plant, 
which we built in 1942 and have leased for the past two 
years, cost $7.20 a square foot. Our new building, with 
similar construction to the war plant and immediately ad- 
jacent to it, will cost $15.20 a square foot.” 


“Tt is impossible at this time to foretell what the trend 
for capital requirements will be in 1949. They may be sub- 
stantially affected by the amount of armament activity 
which might be going on at that time and what part large 
industrial concerns will be called upon to play.” 


“During the 1947 and 1948 fiscal years, capital expendi- 
tures have been financed from retained earnings and con- 
stituted less than 50% of our earnings after taxes.” 


“We have been negotiating for a new plant in the Mid- 
west. If this plant is purchased, an additional $8 million 
would be borrowed from an insurance company. The addi- 
tional requirements for capital and machine tools would 
undoubtedly be met by the funds remaining from the pre- 
vious insurance company loans.” 


“Our capital expenditures for plant and facilities for 1947 
amounted to just over $13 million. The need for these capi- 
tal requirements was met from resources which had been 
retained in the business. The requirement was occasioned 
primarily by the introduction of our new 1948 model car.” 

“Our capital needs during 1947 were met from funds de- 
rived from retained earnings and current depreciation. For 
the year 1948 we expect to finance our current needs, which 
we believe will be 50% of the capital expenditures made 
in 1947, out of our current depreciation charges and our 
retained earnings.” 


Electrical Appliances: Retained Earnings and Bank Loan 


“Additional funds needed to operate the business were 
obtained in 1947 from (a) retaining earnings in the busi- 
ness and (b) borrowing funds on long-term basis (fifteen- 
year loan). The increase during the year 1947 in the capi- 
tal structure of the company (including the long-term 
loan) was $10,400,000, of which the loan is approximately 
87% and earnings retained in the business 18%. The build- 
ing and equipment program is practically complete and 
such expenditures will probably not exceed the increase in 
the reserve for depreciation during the year 1948. The 
financing plans have not been changed as a result of the 
recent stock market rise.” 


“Our present financial needs are secured from retained 
earnings which were invested for capital needs as required. 
We anticipate that this year’s needs can be cared for in 
this same way.” 


Electrical Machinery: Program for 1949 Indefinite 


“Our capital expenditures for 1947 and 1948 were wholly 
financed from retained earnings, current depreciation 
charges, and short-term bank loans. We could have financed 
our capital requirements from retained earnings if the fol- 
lowing had not occurred: (1) third round of wage in- 
creases with some reduction of forecasted earnings; (2) 
increased sales volume requiring additional inventories and 
higher accounts receivable; (3) tightening of steel and 
nonferrous metals due to rearmament, which requires in- 
creased inventories and possible reduced inventory turn- 
over.” 


“Since the end of the war, a total of $36 million has been 
appropriated for our program of expansion, which involves 
both the construction of new properties and the improve- 
ment of existing facilities. Of this amount, approximately 
$26 million had been expended as of the end of 1947, and 
the remainder will be substantially completed this year. 
Any additional capital expenditures will be met from cur- 
rent funds and profits, and no additional financing for these 
purposes is contemplated at this time.” 


“Our capital expenditures in 1947 were substantial. Dur- 
ing the year, we had substantial retained earnings, current 
depreciation charges, bond issues, and long-term bank 
loans, all of which were used to finance capital expenditures 
and working capital. Capital expenditures approximated 
the total of retained earnings and depreciation charges. The 
sources of cash for 1948 will be the same as those in 1947, 
except that long-term bank loans will probably be replaced 
by a bond issue.” 


“Our capital expenditures for the year 1947 amounted 
to very little. We have no financing plans for the year 
1948. Our present facilities are adequate to meet the de- 
mands of a rearmament program, provided we engaged in 
the same line of manufacture that we did in the last war.” 


“We have no capital program on hand for 1949 as yet and 
we question if the rearmament program would affect our 
company materially. Certainly no expansion would take 
place unless it were financed strictly by our government 
for a rearmament program.” 


Electrical Supplies: Capital Needs Greater in 1949 


“Our capital needs in 1947 and 1948 will be met from 
retained earnings. We do not expect that the trend of our 
capital requirements in 1949 will be greater than now, but 
a substantial rearmament program would make a very 
different situation and would require financing, either by 
such a device as the V Loan of the last war or some simi- 
lar means.” 


“Originally we anticipated, in view of the substantial 
expenditures of last year, that in 1948 our capital expendi- 
tures would be quite limited, probably not exceeding $300,- 
000. However, several months ago we purchased another 
business, and as a result had to borrow from our bank. 
However, we considered such borrowings of a temporary 
nature and anticipate that our present working capital 
position is adequate to provide not only the funds for the 
purchase of this business, but also any additional capital 
requirements. With the continuance of present volume of 
business activity, it is probable that our capital require- 
ments in 1949 will not be materially different than for 
1948.” 

“Capital expenditures for equipment, planned in 1948, 


will be about 100% from retained earnings as they were 
in 1947. Such expenditures will be moderate.” 
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Engines and Turbines: Expenditures in 1948 Less Than 
in 1947 


“Additional capital needs during the year 1947 were pro- 
vided through retained earnings and short-term bank loans. 
We do not plan any substantial expenditures requiring 
increased capital during the year 1948. The recent stock 
market rise has had no effect on our financing plans.” 


“Due to having purchased government facilities in 1947, 
which previously had been on a rental basis, our capital 
expenditure was very substantial in that year. Neverthe- 
less, we were able to take care of our requirements through 
retained earnings and depreciation charges. Our planned 
expenditures for 1948 are less than 1947.” 


Hardware: Retained Earning Sufficient for Capital 
Requirements 


“In 1947 we expended a substantial amount of money 
for capital needs and also a very substantial amount for 
deferred rehabilitation and repairs. Our plans for 1948 and 
1949 contemplate even larger capital expenditures. A sub- 
stantial rearmament program will probably have the effect 
of increasing our capital expenditures.” 


“Our capital needs in 1947 were met from retained earn- 
ings. We anticipate meeting these needs in 1948 in the 
same way. We do not believe a substantial rearmament 
program would make a very serious difference in our capi- 
tal requirements.” 


“Retained earnings and current depreciation charges were 
the only sources for such limited capital needs as we faced 
in 1947. These needs were very modest to say the least. 
The same answer could be given for 1948 and 1949.” 


“Since 1946, fixed investment has been increased 25%, 
and working capital requirements are up 50%. With minor 
exceptions, we have been able to finance this out of earn- 
ings and current depreciation charges, but at some sacrifice 
of dividends. We will be able to take care of necessary 
expenditures in 1948 in the same way. We do not see that 
we will require any more capital in 1949. The rearmament 
program will have little effect on the total volume of our 
business.” 

“Our company has financed all its capital expenditures 
from retained earnings and current depreciation during the 
year 1947. During 1948 we expect to finance all our capi- 
tal expenditures in the same manner.” 


“Our capital expenditures, which were substantial in 1947, 
were provided approximately 50% from current depreciation 
and 50% from retained earnings. Capital expenditures for 
1948, while still substantial, are less than one half the 
amount of 1947. The trend of our capital requirements in 
1949 is expected to be less than 1948.” 

“Capital expenditures in 1948 will be from earnings and 
will double those of 1947. We believe the large expendi- 
tures made in 1947 and 1948 will permit a substantial re- 
duction in 1949—perhaps one third of what is being spent 
in 1948.” 


Heating and Plumbing Equipment: 
Show Downward Trend 


Capital Needs 


“Our planned capital expenditures in 1948 are about the 
same as in 1947 and will be met out of retained earnings. 
We expect capital requirements in 1949 to be substantial 
but that they can be met through retained earnings.” 

“We hope to meet our planned expenditures for 1948, as 
in 1947, from retained earnings. Our financing plans have 


not been changed as a result of the recent stock market 
rise. It is a little too early to anticipate the trend of our 
capital requirements for 1949.” 


“Our capital expenditures in 1947 totaled approximately 
$5 million, which amounted to 20% of all our capital ex- 
penditures to date. These monies came from retained earn- 
ings. We expect to spend about 80% as much in 1948 as 
we spent in 1947 and to finance these expenditures out of 
retained earnings. At present it looks as if we will spend 
about $2 million in 1949.” 

“Our capital needs for 1947 were taken care of from re- 
tained earnings. Any capital expenditures for this year and 
next we expect to take care of in a similar manner, but 
frankly we believe they will be minor in amount.” 


Industrial Machinery—General: Bank Loans and Stock 
Issues Provide Capital 


“In 1947 our capital additions were substantial. Of our 
requirements, 22% were met from our current depreciation 
charges and 78% from net income. Our plant capital addi- 
tions for the year 1948 are about two thirds of those for 
1947. We estimate that approximately 33% of our require- 
ments will be met from current depreciation charges, about 
57% from bank loans of medium term and about 10% 
from current earnings.” 


“Tt has been a policy of our company to take care of 
expansion and capital requirements from earnings. Our 
capital expenditures for 1948, as in 1947, will amount to 
about one third of our net income after taxes. Our capital 
expenditure plans for 1949 have not been completed, but 
I doubt if they will be as great as the previous two years.” 


“Our capital needs in 1947 were met by retaining earn- 
ings (40%) and current depreciation charges (60%). The 
amounts for 1948 will be about the same as in 1947. Our 
capital requirements in 1949 depend on the outcome of 
current development activities.” 


“In 1946 we financed approximately $500,000 of new 
plant expenditures through the issue of new common stock. 
Generally speaking, we find that this type of financing is 
too expensive for a small company and, therefore, we make 
it a point to finance as much of our requirements as pos- 
sible through the retention of earnings. During 1947 we had 
need of a substantial amount of additional capital assets. 
These were obtained through current depreciation charges 
and retained earnings. In 1948 we feel that we will be able 
to obtain the necessary funds from our earnings. So far 
as we can see, our 1949 requirements will be almost the 
same as 1948,” 

“Our capital needs in 1947 and 1948 were met from re- 
tained earnings and from current depreciation charges. 

“Our capital needs for 1947 were met through retained 
earnings. Our expenditures for 1948 will also be met through 
retained earnings. We expect that the trend of our capital 
requirements in 1949 will follow the last two years. A re- 
armament program, substantial or otherwise, would be slow 
to affect this company.” 

“Capital requirements in 1949 are expected to exceed 
1948, as 1948 exceeded 1947. A rearmament program might 
lift, rather than depress, our orders and shipments.” 


Instruments and Controls: Plans Not Laid for 1949 


“During 1947 our capital needs were met through re- 
tained earnings, current depreciation charges and a revoly- 
ing credit agreement with various banks. Since the start 
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of 1948, we have canceled our revolving credit agreement 
with the various participating banks and substituted in its 
place a privately placed debenture issue in a lesser amount. 
We do not anticipate any added capital requirements dur- 
ing 1949 although a substantial rearmament program might 
cause us to go out for additional capital.” 


“Practically 100% of our capital needs in 1947 were met 
out of retained earnings. So far as we can see now, our 
planned capital expenditures for 1948 will also be met 
largely out of retained earnings. We are not yet in a posi- 
tion to say what our capital requirements will be in 1949. 
A substantial rearmament program would undoubtedly 
increase our volume of business, and thus our capital re- 
quirements.” 


Industrial Machinery — Specialized: 
Charges Cover Most of Needs 


Depreciation 


“Our requirements for capital expenditures during 1947 
were very moderate and were met out of current deprecia- 
tion charges. It is believed that 1948 will be similar to 
1947 in this respect and that we will require no additional 
financing for the purpose of expanding our productive ca- 
pacity. Although a lot can happen between now and the 
end of 1949, we believe that our capital requirements will 
be met for the most part out of current depreciation charges 
during that year.” 


“Most of our capital requirements were provided from 
earnings during 1947, and will continue out of earnings 
during 1948. We expect that our capital requirements in 
1949 will be less than in these two years. A substantial re- 
armament program would probably not affect us in its 
early stages.” 


“Up through 1947 our capital needs have been met by 
retained earnings. For 1948 our plans are going forward 
for the expenditure of $1,200,000 for a new manufacturing 
plant. We have arranged for an $800,000 bank loan at 
4% for a period of ten years, principal payments to be 
made regularly during the period of the loan, but the prin- 
cipal payment can be increased when and if, and to what 
extent, we desire.” 


“We found considerable need for additional capital funds 
in 1947 and 1948, which were met in small part by re- 
tained earnings and current depreciation charges but in the 
bulk by bank loans. We have just signed a three-year 
revolving credit plan with two banks enabling us to borrow 
up to $150,000 for that period. We do not find it feasible, 
as a small, closely held corporation, to float stock or bond 
issues. We believe that retained earnings and depreciation 
charges will take care of our capital needs through 1949.” 


“Our capital needs in 1947 were substantial, but we were 
fortunate enough to be able to finance them from retained 
earnings of past years and earnings in 1947. The same 
thing would apply to 1948. After 1949, we expect to spend 
no more than our depreciation charge-off for the year. The 
only way we can see ourselves getting into the rearmament 
program will be if material shortages reduce our produc- 
tion. We may find it necessary to fill in with government 
contracts in order to keep the shop functioning properly. 
There would be no great changes in plant or financing 
programs.” 


“During 1946 and 1947 we replaced our principal ma- 
chinery and equipment, where production justified, with 
new equipment. The funds for these capital investments 
were taken from earnings plus current depreciation reserves. 
We carry these reserves in government and municipal 


bonds so that no outside capital is required when we make 
the expenditures. For 1948 and 1949, expenditures for 
new equipment will be rather limited.” 


Machine Tools: Capital Needs Moderate 


“We adopted a long-range financial program in 1944. 
Capital requirements in 1947 were substantial. The entire 
source was from a long-term bank loan obtained in 1945. 
Capital requirements in 1948 will be moderate and will be 
substantially covered by current depreciation charges. We 
do not anticipate any unusual capital requirements in 1949. 
A substantial rearmament program would not materially 
affect our financial arrangements.” 


“Our capital needs were substantial for a business of 
our size, and were taken care of out of earnings in 1947. 
We have not changed our financial plans in any respect, 
and expect our capital investments in 1948 to be paid for 
out of earnings. Our requirements for 1949 are problemati- 
cal.” 


“Our capital needs in 1947, which were minor, were met 
from our earnings. All of our capital funds came from 
this source. We will follow the same policy this year. We 
expect the trend of our capital requirements for 1949 to 
be approximately the same as 1947 and 1948.” 


“Our capital expenditures for 1948 are expected to be 
moderate with the reservation that should a major rearma- 
ment program become operative, rather large expenditures 
would likely be made for machinery. The usual sources 
from which capital needs are met are retained earnings and 
current depreciation charges. No outside capital is sought. 
Our 1949 capital requirements are expected to be very 
moderate and will likewise be financed by the current de-: 
preciation charges which we accumulate in cash.” 


“During 1947 all of our capital expenditures for plant 
and equipment were derived from current depreciation 
charges. Our capital expenditures were minor in that we 
absorbed only 55% of our current depreciation for them. 
At the current rate, it would appear we shall utilize 100% 
of current depreciation for capital expenditures this year. 
We see no major additional capital requirements for 1949. 
Should a rearmament program become a great factor in 
the nation’s economy, we would be inclined to look to the 
government for financing of additional capital require- 
ments.” 


“All of our 1947 capital needs were met from retained 
earnings and current depreciation charges. Planned expen- 
ditures for 1948 will be met in the same way but capital 
needs will be moderate. Capital needs in 1949 are expected 
to be minor, as the job of new equipment acquisition is sub- 
stantially complete. The impact of a substantial rearma- 
ment program on our company is difficult to measure.” 


Office Equipment: Current Earnings Pay for Capital 
Needs 


“Our capital needs in 1947 were taken care of from re- 
tained earnings. Planned expenditures for 1948 are to come 
out of current earnings. The capital requirements for 1949 
should not be greater than 1948. A substantial rearmament 
program would undoubtedly call for a greatly expanded 
capital expenditure program.” 

“The falling off in the market in 1946 caused us to cancel 
our plans for selling stock. In the latter part of 1947, we 
decided to do it with the sale of debenture, increasing our 
capital structure about 30%. These debentures were actu- 
ally sold in the first part of 1948. We are not planning any 
change as a result of the recent stock market rise. We 
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would hope to get along without additional capital require- 
ments in 1949.” 

“Capital needs in 1947 were met out of retained earnings 
and were substantial in amount. Capital needs in 1948 are 
also substantial and are being taken care of out of retained 
earnings. Capital needs in 1949 will be substantial if busi- 
ness holds at its present high level.” 


“During 1947, we borrowed $15 million from an insurance 
company on a 2.8% sinking fund note, due in 1966. This 
was in addition to a similar $15 million loan in 1946. The 
1947 loan provided approximately 55% of our capital re- 
quirements during the year. Retained earnings accounted 
for approximately 38% and the balance was represented 
by current depreciation charges. In 1948, we have no 
plans for any additional long-term financing, and our capi- 
tal requirements will be met by retained earnings and 
depreciation charges. It is expected that our capital re- 
quirements in 1949 will be approximately the same or 
somewhat less than in 1948, which is below the level of 
1947.” 


“In 1947 we built and paid for out of current earnings 
a large warehouse. We also spent about $750,000 for capital 
equipment which was also financed out of current earnings. 
We will spend in the neighborhood of three quarters of a 
million dollars in 1948 and it is expected that all of this 
will be financed out of current earnings. We believe that 
our capital requirements for 1949 will be approximately the 
same as they are at the present time. We plan to do no 
buying except what we can pay for out of current earnings 
and at the same time not jeopardize our working capital to 
any great extent.” 


Railroad Equipment: Retained Earnings Pay for New 
Plant 


“Tn 1947 we did not have to do any financing from the 
outside. Our capital needs were supplied from our surplus. 
Our expansion program for 1948 was also financed out of our 
surplus. We do not expect any further expansion in 1949 
after we complete our program for 1948.” 

“1947 capital expenditures were substantial. They were 
financed through retained earnings, current depreciation, 
and from the sale of preferred stock. In 1948, capital ex- 
penditures will be financed out of retained earnings and 
current depreciation. Such expenditures will be moderate 
in amount. It is anticipated that capital expenditures in 
1949 will be less than those of 1948.” 

“In 1947 we met all our capital needs from retained 
earnings and we expect to do the same in 1948, even to the 
extent of building a new plant. Should we need any out- 
side financing for our plant, we expect to obtain this from 
a bank loan. We expect our capital requirements in 1949 
to be high.” 

“Our capital needs in 1947 were met from depreciation 
charged in that year and to some additional extent from 
retained earnings. Our capital needs in that year might 
be termed moderate. For 1948 we are spending a little 
more money on capital installations and they will be fi- 
nanced in the same way. We do not expect much change 
in the trend of our capital requirements in 1949.” 


“Our capital expenditures in 1947 were financed from 
earnings, which of course included depreciation. Our 1948 
expenditures are being financed from earnings which also 
include depreciation. Our capital requirements will be less 
in 1949 than they have been for some time.” 


“Expenditures for 1947 were at higher prices than the 
values used for computing depreciation. Because of this, 


I would say that last year’s expenditures, from a quantita- 
tive standpoint, were less than normal. Our capital require- 
ments are being supplied from working capital and involve 
no stock issue, bond issue or bank loans.” 


“The company’s capital improvements were financed en- 
tirely by retained earnings and current depreciation charges. 
No substantial change in capital requirements is anticipated 
for 1948 beyond the regularly budgeted continuous pro- 
gram. No extraordinary capital expenditures in 1949 are 
forseeable at this time.” 


OTHER MANUFACTURES 


Chemicals: Bank Loans, Stock Issues Supplement 
Retained Earnings 


“We met our capital needs in 1947 through the sale of 
additional common stock in the year 1946. Our capital 
needs were moderate. Our planned expenditures for the 
year 1948 are limited in their extent, so we expect to be 
able to take care of them through a combination of re- 
tained earnings and current depreciation charges.” 


“Our capital expansion in 1947 came out of retained earn- 
ings, depreciation and out of the reserves in excess of 
charges. We did not do any financing. Our construction 
program for the year 1948 will amount to about $10 million. 
Apparently 58% of this total will be provided by retained 
earnings and the balance will be provided by the reserves 
and depreciation set aside, which will be more than suffi- 
cient for that purpose.” 


“In the year 1947 our capital needs were met entirely 
from retained earnings and current depreciation charges. 
Our capital needs could be classified as moderate but 
bordering on the substantial. It is anticipated that, be- 
cause of very substantial rehabilitation which must be 
undertaken, our capital requirements for the second half 
of 1948 and the first half of 1949 will be very substantial.” 


“Capital needs during 1947 were supplied from current 
capital surplus, retained earnings, plus short-term bank 
loans. Additional working capital during 1948 will be raised 
by a long-term bank loan—on which negotiations have been 
practically completed. We would not attempt a guess as 
to capital requirements during 1949.” 

“Our capital needs in 1947 came from retained earnings 
and current depreciation charges, in approximately equal 
proportions. We expect that the trend of our capital re- 
quirements in 1949 will be less than in 1948.” 

“Our capital needs in 1947 were partly for capital ex- 
penditures for plant and equipment and partly for increased 
working capital due to rising inventories. 


Long-term bank loans: sen onictitiaete eroe ce 39% 
Stockwissue ss Keres wary ee eke hoes 35% 
Retainedyeatnings 22:/0ese ese ees ees. 15% 
Current depreciation charges............. 11% 

LOtaINi ek ate tne Poke ets sabi oon 100% 


Our capital requirements in the year 1947 were very large 
compared with our usual expenditures in past years. For 
1948 our expenditures for capital requirements will be sub- 
stantial but somewhat less than in 1947. We believe our 
capital requirements in 1949 will be approximately the 
same as in 1948.” 


“The capital needs of this company during 1947 were 
met by a combination of funds received from a thirty-year 
debenture issue sold in 1946 together with retained earn- 
ings and depreciation charges. At the present moment 
there is no extensive capital program planned for 1949.” 
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“The financing of capital expenditures during 1947 and 
1948 in this company is the result of a capital program 
amounting to about $7,500,000 in progress since early in 
1945. The entire cost of this program has been and will be 
financed from retained earnings and current and past depre- 
ciation charges. With respect to plans for 1949, we expect 
that our capital program will be virtually complete at the 
end of this year, and no further expansion is foreseen for 
the near future.” 


“We made substantial investments in new equipment 
during the past year, all of which were financed from 
working capital or by short-term bank loans. 1948 capital 
requirements will be merely to complete projects started 
4n 1947. The amounts will not be substantial, and they 
will be financed in the same way. We do not expect our 
capital requirements to increase in 1949.” 


“During 1947, we financed all of our capital needs out 
of earnings previously retained in the corporation or out 
of depreciation charges. We are going to finance capital 
requirements in the same way during 1948. For the fiscal 
year ending June 30, 1949, our capital requirements will be 
about 10% above fiscal year 1948, but requirements for 
1950 will be about 28% below 1949.” 


Floor Coverings: Insurance Loan for New Plant 


“Tn 1944 we arranged a loan with an insurance company 
in the amount of $1,500,000 for the purchase and erection 
of a special plant and expansion in inventories and receiv- 
ables. $500,000 was immediately turned over to us and 
$1 million put in escrow for the purchase of this special 
equipment and necessary changes to building, etc. At the 
close of 1947, $750,000 out of escrow funds was turned over 
to us, covering payments up to date on this special equip- 
ment. The balance of the funds required in 1947 for capi- 
tal expenditures was taken out of current capital and de- 
preciation reserves.” 

“We did no financing of any sort during 1947. We have 
made some short-term borrowings during 1948.” 


Food Products: Postwar Expansion Nears Completion 


“Our capital fund requirements during 1947 were sub- 
stantial. They reached their peak during last year and 
about half of these requirements covered increased working 
capital needs. Our total capital requirements during last 
year were financed about 70% through a preferred stock 
issue, 20% by retained earnings, and 10% by current 
depreciation charges. We are not anticipating any signifi- 
cant increase in working capital requirements during 1948. 
By 1949 our postwar expansion program will have been 
virtually completed, and, barring substantial further price 
inflation, the trend of our capital requirements for that 
year will be definitely downward.” 


“In 1947, our capital needs were substantial. Total plant 
and equipment increase amounted to 71% over December 
$1, 1946. Working capital increased 14%. The picture for 
1948 and 1949 is not yet sufficiently clear to forecast our 
capital requirements.” 


“Our capital needs in 1947 were substantial by compari- 
son with requirements in previous years. Capital funds 
came from the following sources in approximately these 
proportions: 


Current depreciation reserves.............. 10% 
Retained: earings! isssix seers sears cae oe 20% 
Reserve for high-cost additions to fixed assets 20% 
Increase in serial and long-term debt........ 50% 


During 1948 we anticipate a substantial increase in our 
gross plant investment, but the amount will probably be 
less than the increase in 1947. We issued serial and long- 
term debentures in 1948 to provide additional funds. A 
substantial rearmament program would not affect us ma- 
terially. As to 1949, it is a little early to guess our construc- 
tion plans.” 

“Our capital needs for 1947 were taken care of from 
retained earnings, current depreciation, and a reduction in 
our working capital. The same is true for expenditures 
made in 1948. This has necessitated more short-time money 
borrowed from our banks. We do not expect to see a ma- 
terial difference in our 1949 requirements.” 

“In 1947 our capital needs were secured from the fol 
lowing sources: 


Retamed. Carnin 676 os oo a5) 1-6 auaicnaias ae 8% 
Depreciation. charges. .cs,-.2 WWashoiuen seta 3% 
Long-term loansirs tesa. “eins ai ete eee 22% 
Short-term oars iiss asus stan ciate cia steered 67% 


We do not anticipate any appreciable change in our capi- 
tal needs for 1948 and the capital we are using is being 
secured from the same sources in approximately the same 
proportions. At this time we are not anticipating any 
appreciable increase in capital requirements for 1949.” 

“The company’s capital needs for 1947 were met out of 
the current depreciation provision and short-term bank 
loans. The depreciation provision represented approximately 
60% of the capital expenditures, leaving 40% to be sup- 
plied by borrowing. The capital needs were moderate. In 
1948 the capital expenditures will exceed those in 1947 by 
75%, and of the total the depreciation provision will supply. 
35% and the balance will be borrowed on short term. It 
is probable that the company’s capital requirement in 1949 
will exceed 1948 by 50%.” 


“Our increase in fixed assets in 1947 came from retained 
earnings and depreciation charges. These needs were mod-. 
erate. In 1948, we expect to meet our capital needs from 
retained earnings and depreciation. Our capital require- 
ments in 1949 should not exceed, and may even be less 
than, those for 1948. Our working capital requirements pres- 
ent quite a different picture. Increased volume and in- 
creased values are taxing our sources for working capital, 
which is supplied largely by current bank loans.” 


“Our capital expenditures for the year 1947 were pro- 
vided out of retained earnings. Such expenditures were 
quite substantial. Our capital expenditures for the year 
1948 will be paid out of retained earnings also. We antici- 
pate that our capital requirements for 1949 will continue, 
but will be something less than substantial.” 

“The money with which to pay for our program of ex- 
panded equipment and building was scheduled to be pro- 
vided by withholdings from profits over a three-year 
period starting in 1947. This program included all expendi- 
tures of capital nature for the years 1947, 1948 and 1949. 
With a recent break in sales the program was reduced about 
20%. We expect no change in 1949 beyond the possible 
restoration of the 20% which was eliminated in 1948.” 

“Our capital needs for 1947 were obtained entirely from 
earnings. I would say our expenditures were moderate. 
Capital expenditures in 1948 also will be obtained from 
earnings. Capital expenditures in 1948 will continue at 
about the same pace as they have the last two years.” 

“Our capital needs for 1947 were met out of retained 
earnings, to total $7 million. Our capital needs may total 
$12 million to $15 million in 1948, and it is expected that 
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they, too, will be met out of retained earnings. We expect 
the capital needs of 1949 to roughly approximate those of 
1948, and they will be met in similar fashion.” 


Leather and Products: Capital Needs Moderate 


“Our capital needs for 1947 were met without borrowing. 
During 1948 the increase in inventory values and increased 
costs have necessitated short-term borrowings by us in the 
commercial paper market. It is difficult to say what the 
trend of our capital requirements may be in 1949. It 
wes seem, however, that they should not ‘increase fur- 
ther. 


“Our capital needs for 1947 were met about equally from 
retained earnings and short-term bank loans. Our capital 
needs were moderate. Our capital needs and plans for tak- 
ing care of them for 1948 would run about the same as 
those for 1947. Our trend of capital requirements for 1949 
will probably be somewhat higher.” 


“All capital funds expended by this company during the 
year came from current earnings and current depreciation 
charges. No extraordinary capital expenditures are planned 
for 1948. Looking further into the future, we anticipate 
very little in the line of capital requirements for 1949.” 


Lumber and Products: Retained Earnings and De- 
preciation Account for Capital 


“In 1947 our capital needs were moderate. The same 
situation will apply in 1948. We do not believe a rearma- 
ment program will affect our company seriously.” 


“Our capital needs during 1947 were largely met through 
current depreciation to the extent of about 65% of capital 
expenditures. The remainder of capital expenditures, namely 
35%, were met through retained earnings. During 1948 it 
is planned, due to increased capital expenditures, that about 
40% will be met through depreciation charges and the re- 
maining 60% will be financed through retention of earnings. 
The trend of our capital requirements for the year 1949 will 
be about the same as for 1948, while 1948 will be about 
double 1947.” 


“Our capital needs in the year 1947 were met from the 
combination of our reserves for depletion of timber, reserves 
for depreciation, and profits. Our planned expenditures for 
1948 will come from the same sources. As to 1949, we would 
not even venture an opinion as to what the source will be.” 


Paper and Products: 
for Upward Trend 


Increased Costs Responsible 


“In the year 1947 we completed the very substantial 
expansion program inaugurated in 1945. This program was 
financed by the issuance of 3%, 20-year debentures in the 
amount of $5 million and 444% preferred stock in the 
amount of $1.5 million. In addition, however, we were re- 
quired to use a substantial amount of our working capital 
to complete the program because of the increase in price 
levels in construction costs, inventories, receivables, etc. 
Our planned expenditures for 1948 are expected at present 
to be met from retained earnings and current depreciation 
charges. We expect the trend of our capital requirements 
in 1949 to continue to go upwards because of increased cost 
levels and continued growth.” 

“First, capital needs of the company represent a three- 
year program of plant improvement and organization. 
About 60% of the funds are obtained by borrowing from 
banks and insurance companies. The balance of the expen- 


ditures, which will continue through 1949, will be supplied 
from accumulated cash and a substantial part will be taken 
out of earnings.” 


“Owing to the nature of our plant expansion, we had to 
consider 1947 and 1948 together. We used our depreciation, 
sold some additional common stock, increased our bond 
issue, and sold a subsidiary which we owned, as well as 
using some of our current earnings. Our needs were quite 
substantial. We do not anticipate any substantial capital 
improvements in 1949.” 

“Our capital 1947-1948 expenditures are financed ap- 
proximately as follows: 65% retained earnings and 35% 
from current depreciation charges and none from short- or 
long-term bank loans. Our capital needs were not sub- 
stantial as they involve approximately $150,000 a year. We 
do not expect to have as great a capital expenditure in 
1949 as we did in 1947 or 1948.” 

“Our capital requirements for new plant and equip- 
ment during 1947 and 1948 might be termed moderate. 
More than half of our investment in new plant and equip- 
ment in 1948 will be financed out of current depreciation 
charges. Our capital requirements in 1949 will probably 
be slightly higher than in 1948.” 

“Our capital needs were met in 1947 from current depre- 
ciation charges and from retained earnings in approximate- 
ly the ratio of 25% and 75%. We believe that our capital 
requirements for 1948 will be substantially the same as for 
1947. We would expect capital requirements in 1949 to be 
somewhat less than in 1947 and 1948.” 


“Capital needs were met in 1947 by a long-term bank 
loan made in 1946. A small proportion of this came from 
retained earnings, which, of course, would include the 
current depreciation charges. A major portion of these 
funds came from long-term bank loans which were also 
considered to take care of payments during 1948. We do 
not expect our capital requirements to be more than our 
depreciation charges in 1949, which we consider a normal 
amount.” 


“Capital needs in 1947 were substantial. Our sources 
were: retained earnings, 94%; depreciation charges, 6%. 
Capital needs in 1948 will probably be moderate. Sources 
are: retained earnings, 80%; and depreciation charges, 20%. 
Capital needs for 1949 will probably be considerably less 
than for 1948 unless substantial price increases take place.” 

“A third of our capital needs in the year 1947 were met 
from long-term bank loans and two thirds from retained 
earnings. Capital expenditures in 1947 were moderate. In 
1948 our capital requirements were met approximately 
50% from long-term bank loans and 50% from equity 
capital. We expect our capital requirements in the year 
1949 to be at a minimum since it will be necessary for us 
to retrench and observe the effects of the increased capacity 
that will result from our expenditures in 1947 and 1948.” 

“In 1947, current depreciation charges were enough to 
provide for our capital needs. In 1948 it is probable that 
the same source will provide tor most of our needs, but if 
this amount is not sufficient retained earnings will be used. 
We believe that 1948 conditions will be repeated in 1949.” 


Rubber and Products: Earnings Provide Capital 


“Tt has been traditional with us to reinvest our earnings 
in our business and up to the present time they have proven 
sufficient for our capital requirements. We shall follow the 
same plan in 1948. More than likely we shall make further 
capital investments in 1949, but it is too early now to indi- 
cate with any degree of definiteness what they will be.” 
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“All of our expansions have been financed by past earn- 
ings and not by recourse to the capital markets.” 


“Our capital needs were met in 1947 from retained earn- 
ings and depreciation charges. Our capital needs were sub- 
stantial and took all the funds resulting from these two 
sources. To supply the necessary capital funds to meet our 
requirements for 1948 and 1949 we have arranged a long- 
term (twelve years) bank and insurance company loan. 
We expect our capital requirements in 1949 will be approxi- 
mately 25% less than they were in 1947 and 1948.” 

“Our capital funds for 1947 were met through our de- 
preciation and short-term borrowing. In 1948, our capital 
funds will come entirely from depreciation. At the present 
time, we cannot definitely state our capital requirements 
for 1949, which will depend a great deal on the outlook for 
sales and the changes in our lines.” 


Woolens and Worsteds: Expenditures Same for 1947 
and 1948 


“Capital needs for 1947 were met out of retained earnings. 
1948 expenditures are, perhaps, one half of 1947 and will be 
financed out of retained earnings.” 

“Our capital needs in 1947 were met out of retained 
earnings except for approximately $200,000 which was sup- 
plied by a short-term bank loan. Our total expenditure for 
capital needs was nearly $800,000, representing about a 
third of the entire program. We anticipate that our expen- 
ditures during 1948 will be approximately the same as in 
1947 but our capital requirements will diminish somewhat 
in 1949 as compared with 1947 and 1948.” 

“Financing of improvements was paid for by using ap- 
proximately half the sum from retained earnings and half 
from long-term bank loans. Our capital needs were substan- 
tial for a firm of our capitalization. We do not contemplate 
any additional capital requirements in 1949.” 

“Our capital needs for the year 1947 were met through 
depreciation charges and retained earnings. Our capital 
needs for the year 1948 will be met in the same manner as 
in 1947—through current depreciation charges and retained 
earnings.” 


Other Textiles: Financing Varied 


“We were able, in 1947, as in several preceding years, to 
finance our capital requirements without recourse to new 
issues or loans of any kind. These capital requirements 
did not include any major plant expansion, but they were 
influenced by the general increase in unit values. In the 
current year, and also in 1949, we expect that we shall 
be able to continue this method of handling capital addi- 
tions.” 


“Capital needs in 1947 were substantial and were met 
60% from retained earnings and 40% from current depre- 
ciation charges. Expenditures for 1948 are expected to be 
somewhat similar in amount and proportion. The trend 
of our capital requirements in 1949 depends on the carry- 
over from 1948, but otherwise is expected to be downwards.” 


“Our capital requirements for 1947 were financed roughly 
as follows: 


Retained earnings sce nic:+ ade. avanisteae es 10% 
Current depreciation charges............. 1% 
Sale JOf, DONGE . ci. «.ci0.c/s04.s1s, hiv c Gree Gee 27% 
Bae O an recs ypt 5 04 eae sai hem ee 56% 

100% 


We expect that our capital expenditures in 1948 will be 
financed approximately as follows: 


Retained earnings’... cost ce cree ae amen 10% 
Current depreciation charges............. 18% 
Sale’ of bonds: 200. SPER a dee tees oe 30% 
Sale of Class: “B” shares! veces ees eae 47% 

100% 


We expect our requirements in 1948 to be even more 
substantial than those of last year, even though we have 
already reduced our original estimates. The trend of our 
capital requirements in 1949, so far as we can now see, will 
be substantially downward.” 


“Our capital needs in 1947 were substantial. We secured 
60% from retained earnings, 20% from current deprecia- 
tion charges and 20% from long-term bank loans. Plant 
expenditures for 1948 are also substantial and about the 
same in amount, and will be obtained from the same 
sources and about in the same proportion. Our capital re- 
quirements for 1949 will be about the same as in 1947 and 
1948 and are covered by our long-term financing, but will 
be taken out of current depreciation and retained earnings.” 


“Capital needs for 1947 were met largely from a stock 
issue and a long-term bank loan, and to a smaller extent 
from retained earnings. Our capital needs were substan- 
tial. Any expenditures for 1948 will be covered by capital 
funds secured as in 1947. At the present time we do not 
anticipate additional capital requirements for 1949.” 

“Expenditures for capital account in 1947 were substan- 
tial, in that they were considerably in excess of our depre- 
ciation charges, but they could not be said even to have 
met the accumulation of depreciation throughout the war 
years. In 1948 we expect considerably larger deliveries of 
equipment and more progress in our modernization of exist- 
ing plants.” 


“Capital needs in 1947 came wholly from retained earn- 
ings. Our expenditure was not large; it amounted to about 
$300,000. Expenditures for 1948 will be somewhat less, and 
will come from the same source. We presume 1949 will 
call for about the same as 1947.” 


“Our capital needs in 1947 were small. All of the funds 
necessary came from current depreciation charges. Our 
capital expenditures for 1948 are going to be substantial. 
About one third will come from current depreciation 
charges and the other two thirds from earnings. We expect 
our capital requirements in 1949 to be moderate and they 
should just about equal our depreciation charges for that 
year.’ 

“Capital needs in 1947 were met from earnings. The 
capital expenditures were substantial, considering the size 
of the organization. Requirements will probably be less 
in 1949.” 

“Our capital expenditures for the fiscal year ended in 
1947 aggregated about $2.5 million and are running at the 
same rate for the current fiscal year. About 25% of this 
money is obtained through our depreciation provision; the 
balance comes from retained earnings. We estimate that 
our capital requirements for 1949 will be at a lower rate 
than for 1947 and 1948, as we have about completed our 
major postwar capital expenditures.” 

“Capital needs in 1947 were met from retained earnings. 
Capital expenditures for 1948 will be moderate and again 
we think that they can be secured from retained earnings. 
We expect capital requirements of 1949 to be moderate 
and we would not expect a substantial rearmament pro- 
gram to greatly affect the situation.” 


